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Farmer Jones sets a good table 


...and don’t the insects know it! 


ETTER CROPS mean mighty good 
B eating for the bugs, too. But 
now, Shell Chemical provides al- 
drin, dieldrin and endrin .. . a team 
of potent insecticides that wipes out 
most any pest with a yen for crops. 
Boll weevils, cutworms, grasshop- 
pers, rootworms, ants, hornworms, 
and a host of other hungry insects 


. & 
Shell Chemical Corporation < 


Chemical Partner of Industry and Agriculture 


are knocked cold... either when 
above the soil or below. 

Another Shell product, D-D®, 
goes underground to stop nema- 
todes (parasitic worms no larger 
than these dots...) that attack many 
food, fiber and tobacco crops. One 
treatment controls nematodes for 
an entire season. 


NEW YORK «+ DENVER + SAN FRANCISCO 


Bringing new and better pesticides 
to the farm is another example of 
Shell Chemical’s partnership with 
industry and agriculture. Making 
petroleum chemistry serve your 
needs is our constant purpose. 
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At the touch of a finger— 





"Vision is Indispensable to Progress” 


man-made climate that’s better than nature’s 


Since the beginning of history, Man 
has tried to “do” something about 
the weather around him. His prob- 
lem: to keep warm in the winter, to 
keep cool in the summer, and to keep 
healthy all year round. 


Man-made climate has been the 
goal of America’s air conditioning 
industry since the first factory cool- 
ing units were installed in 1902. 
Now, a half century later, new ways 
have been found to heat, cool, filter, 
dehumidify, cleanse, and circulate 
the air that people breathe in homes, 
offices, factories. 


Central air conditioning in the 
home has a bright future. Thousands 
of units have already been installed. 
Leading builders and manufacturers 


predict that within five years com- 
plete temperature control units will 
be included in most new homes. The 
room air conditioner with a reverse 
cycle which permits either heating 
or cooling of the area served, as well 
as the electrostatic air cleaner, are 
two recent developments which will 
create new demands for air condi- 
tioning equipment. 

Today, there are plans on the 
drawing board for an entirely air 
conditioned shopping center — in- 


BANKERS TRUST COMPANY 


16 WALL STREET, NEW YORK 15, N. Y. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


cluding sidewalks and public areas— 
all to be served by a central plant. 
Total annual sales of the industry are 
expected to skyrocket to $5 billion 
within the next decade. 


The air conditioning industry is 
playing a big part in America’s 
growth and achievement. It is 
another demonstration of how the 
invigorating climate of freedom 
stimulates business to progress and 
accomplishment in which all the 
people share. 
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existence is called fatal. See page 93. 
For President Eisenhower's views, turn 
to page 81. Also, on Communism: Gen. 
Mark Clark says that curbs put on U. S. 
commanders sacrificed an opportunity 
to win the war in Korea. Page 75. 
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The Chevrolet Bel Air Convertible. With 3 great series, 
Chevrolet offers the most beautiful choice of models in its field. 


Like ‘em lively, graceful and dashing? 


Then see why Chevrolet's for you... 


Some of your friends, we bet, are just like 
the people in our picture. Strictly con- 
vertible buyers. Wouldn’t dream of driv- 
ing any other model. 


But a// new Chevrolets give you the kind 
of looks and liveliness that makes car own- 
ing more fun! 


YOU'VE GOT IT UNDER THE HOOD! 
All new Chevrolets pack new high-com- 


pression power .. . in fact, the highest- 
compression power of any leading low- 
priced car. That high compression makes 
the going better and smoother all the way. 
The gasoline gives up more power and 
more mileage when it’s more highly com- 
pressed in the engine. 


Iv’S NOT SURPRISING WHEN YOU 
KNOW. Look at Chevrolet’s smooth, free- 


flowing and gracefully curved lines. Look 
at the colorful interiors, the quality of the 
fabrics and the caliber of the workmanship. 
Is it surprising that a low-priced car can 
be so finely made of such fine materials? 
Not when you know that Chevrolet is the 
only low-priced car with Body by Fisher! 


HAVE FUN AND BE PRACTICAL, TOO. 
There’s no argument with your practical 
side about enjoying the style and dash of a 
new Chevrolet. For sound and solid value 
makes Chevrolet America’s most popular 
car. And, as your Chevrolet dealer will 
gladly show you, it’s priced below all other 
lines. This is an especially good time to see 
your dealer. . . . Chevrolet Division of 
General Motors, Detroit 2, Michigan. 


YEAR AFTER YEAR MORE PEOPLE BUY CHEVROLETS THAN ANY OTHER CARI! 





FIRST OF THE DREAM CARS 
TO COME TRUE! It’s the Chev- 
rolet Corvette —the first all- 
American sports car. And it’s 
in volume production and on 
display at Chevrolet dealers’. 
The Corvette has a glass-fiber 
reinforced plastic body and a 
special 150-horsepower “Blue- 
Flame” engine. It’s the last 
word in sports car fashion! 
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Personnel 
Selection Reports 
help you 


Hire the Best 


When selecting personnel who will 
handle or have access to company 
funds, complete background facts 
about applicants are highly essen- 
tial. The most dependable means to 
obtain such facts is through the type 
of investigation made hv the Retail 
Credit Company. 


Retail Credit Company 
PERSONNEL 
SELECTION REPORT 








Sn ee ee ee se 
6 ERA, SERTRALINE sien cee te Mo ORR Se eS ee 









5 se : og Sees Se 
Pannen Bical 


These Reports give as a clear 
“picture,” covering past work record, 
integrity, character, and other basic 
qualifications. The facts you need— 
obtained by skilled men who inter- 
view first-hand sources. In many 
cases, current findings are supple- 
mented with facts frora our FILES, 
which cover collectively more than 
28,000,000 persons residing in North 
America. 


Use of these Reports will help you 
select personnel for safe and accu- 
rate handling of money. 


Please write for booklet: 
“BETTER SELECTION OF 
PERSONNEL” 


Retail Credit Company 


90 FAIRLIE STREET, W.W., ATLANTA 1, GEORGIA 


3,800 Salaried Inspectors located in 
1,104 Cities of North America 


Branch Offices in 178 Principal Cities 















The March of the News 


IKE LIKES CASE 


LL GENERALIZATIONS, said Mr. Eisen- 

hower, are false. Therefore it could 

be that some generalizations he has 
voiced in the past will not stand up. 

The President was replying to a re- 
porter’s question as to whether he still 
thought he ought to support all Republi- 
can candidates for Congress, whether or 
not they had the support of their State 
organizations. The question arose when 
some New Jersey Republicans, after nom- 
inating former Representative Clifford P. 
Case for Senator, turned against him be- 
cause of his liberal views. They wired 
the President asking his help in getting 
Mr. Case out of the race. 

Mr. Eisenhower, in effect, said Mr. 
Case was the kind of man he wanted in 
Congress. But he made it clear he was 
not setting up any unalterable campaign 
maxim, and that he would decide each 
case as it came up. 


SEAWAY: AT LAST 


S FAR BACK as the days when much 
A of the American continent was wil- 
derness, explorers saw possibilities of a 
seaway connecting the Great Lakes with 
the Atlantic Ocean. Last week, work on 
the project began. Ground was broken 
for construction of power-development 
plants by the U.S. and Canada on the 
St. Lawrence River. Work was soon to 
start on the St. Lawrence Seaway itself. 

For President Eisenhower, the ground- 
breaking ceremonies had real signifi- 
cance. The St. Lawrence Seaway has 
many times been on a President’s agenda, 
only to languish there unauthorized by 
Congress. Mr. Eisenhower put it through. 
Said he: The ground breaking marked 
“the beginning of a dream we have long 
cherished.” 


FISH STORY 


HE HOUSE, which wasn’t doing much 

besides waiting for the Senate to quit, 
took up the case of the un-American 
trout. It debated three days, then passed 
a bill requiring restaurants to display 
signs designating the national origin of 
the trout they serve. 

Idaho Representative Hamer H. Budge 
(Rep.) offered the bill, wanted the 
trout’s birthplace listed on the menu. 
Said he: Un-American fish might be list- 
ed as succulent Rocky Mountain trout, 
a severe blow to domestic raisers. 

The bill, as amended, was passed, but 
not before some caustic debate. Sample, 
by Representative John J. Rooney 


(Dem.), of New York: “Suppose a Dan- 
ish trout swims over here and meets a 
charming American trout and they have 
some little trout. How does a restaurant 
label the little trout?” 


COMMUNIST PRIZE 


AST GERMAN COMMUNISTS Called in 
E news correspondents, including those 
from the West. They had a prize to place 
on exhibition. He was Dr. Otto John, 
erstwhile Chief of German Internal Se- 
curity, whose disappearance behind the 
Iron Curtain gave many a Western chan- 
cellery the jitters. 

The press conference dispelled rumors 
that Dr. John was dead of suicide, that 
he had been abducted from West Ger- 
many. The ex-security chief dutifully 
parroted the Communist line—that the 
U.S. was leading the world into war. 

Conclusion of many correspondents: 
Dr. John was in reality a Communist spy, 


-had jumped behind the Curtain just be- 


fore he was about to be nabbed. 


NEW-STYLE LIGHTHOUSE 


‘= EXAS TOWERS,” said the Air Force, 
will help guard the U.S. coast line 
against the approach of enemy bombers. 
The towers, radar-equipped, will be built 
in a line 100 or so miles off the Atlantic 
Coast, will, when completed, be able to 
send instant reports back to the main- 
land on anything they pick up on their 
screens. They're called “Texas Towers” 
beceuse of their resemblance to offshore 
oil-drilling rigs in the Gulf of Mexico. 
For the crews of 20 to 30 men who 
will operate each tower, it will be the 
life of lighthouse keepers of old. 


BRITISH COEXISTENCE 


HE RUSSIANS, making a strong bid to 

woo Britain awayrom the U.S., were 
going all out. En route to Red China, La- 
bor Party leaders Clement R. Attlee and 
Aneurin Bevan stopped off in Moscow, 
were tendered a sumptuous banquet by 
Premier Georgi M. Malenkov. Next day 
came an announcement from London: 
The British Parliament has accepted an 
invitation to send a visiting delegation to 
Moscow next autumn. 

Out of all these Russian efforts was 
likely to come an even softer British atti- 
tude toward Malenkov & Company. And, 
if the U.S. were not prepared to go as 
far as the British toward “peaceful co- 
existence” with the Russians, Mr. Malen- 
kov might wind up closer to London than 
London was to Washington. 
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— who treat allergy frequently 
encounter cases that have all the ele- 
ments of good detective stories. 


Consider, for example, the case of the 
housewife who had asthma and hay fever 
every summer. Strangely enough, her doc- 
tor found that pollens—which usually 
bring on these disorders—did not cause her 
trouble. Tests showed that she was sensi- 
tive to feathers, particularly those of the 
sparrow. 


In tracking down clues to this case, it 
was discovered that outside the patient’s 
bedroom was a vine in which many spar- 
rows nested. When the vine was cut down 
and the sparrows departed—so did the 
patient’s asthma! 


Allergies may be caused by an almost 
endless number of substances which, to the 
average person, are entirely harmless. The 
person sensitive to one or more of them 
may develop skin rashes, sneezing attacks, 














Why the lady’s ALLERGY suddenly vanished... 


digestive disturbances and other allergic 
reactions. 


Most allergies are mild, and only occa- 
sional attacks occur. However, people 
highly sensitive to such substances as 
feathers, pollens, or dusts may have at- 
tacks so severe and persistent that both 
physical and mental health are affected. 
Whether the allergy is mild or severe, it is 
important to find the cause of the trouble. 


In doing so, the doctor asks many de- 
tailed questions which may quickly reveal 
the trouble-maker. ‘When and where do 
the attacks occur? What kind of furnish- 
ings are in the home? What chemicals or 
medicines were used recently? Are pets 
kept in the house? What foods have been 
eaten lately? 


Allergies due to an obscure cause—or 
more than one cause—generally require 
detailed diagnostic studies, including sim- 
ple skin tests. These usually reveal the 
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cause of the allergic condition. Once found, 
complete relief may follow simply by avoid- 
ing the offending substance. 


If treatment is necessary, the doctor will 
prescribe in accordance with the nature of 
the patient’s sensitivities. Generally, a series 
of immunizing inoculations are given. 
These may greatly relieve allergic symp- 
toms in over 4 out of 5 of the cases provided 
patients maintain close and continued coop- 
eration with the doctor. 


Whenever recurring and unexplained 
attacks of sneezing, itching eyes, skin 
eruptions, digestive upsets, headache, or 
“wheezy” breathing occur, medical atten- 
tion should not be delayed. For early 
treatment brings best results—especially 
for “hay fever” and other seasonal allergies. 


While medical science as yet has no 
“cure” for allergy, this disorder can usually 
be controlled and distressing symptoms 
greatly, if not entirely, relieved. a, 
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SECRETARY BENSON 
. . . victory in Congress 


> EZRA T. BENSON, winner in one of 
the Administration’s hardest legislative 
hights, has beaten the farm bloc and now 
is to emerge as a highly important po- 
litical figure. After 11 years of farm price 
supports at a rigid level of 90 per cent 
of parity, the principle of flexible sup- 
ports is restored. That principle was the 
heart of Mr. Benson’s farm plan, and he 
refused to give it up. 

Only a few months ago, many Repub- 
lican politicians felt that Mr. Benson’s 
ideas would become a liability at the 
polls, wanted President Eisenhower to 
fire him as Secretary of Agriculture. In- 
stead, the President backed him. Mr. 
Benson stumped the farm belt, carried 
his battle right into the fields of his most 
vocal foes. 

Then, when farm-bloc lawmakers ma- 
neuvered to kill the bill, Mr. Benson 
quietly reminded them that a rigid price 
law probably would be vetoed. If that 
happened, another flexible price law, al- 
ready on the books, would take effect. 
Congress took a second look. 

In the final Senate fight, Mr. Benson 
found nearly all Republicans and almost 
half the Democrats, including a former 
Secretary of Agriculture, Senator Clinton 
P. Anderson, of New Mexico, on his side. 
Now, with elections to Congress coming 
up in November, Mr. Benson is to have 
a considerable part in the campaign. The 
ex-farmer’s persuasiveness is to be ap- 
plied in speeches lined up by the Repub- 
lican National Committee. 
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> WILLIAM F. KNOWLAND, the Ma- 
jority Leader in the Senate, is beginning 
to make his move toward an eventual 
attempt to become President. 

Followers of Senator Knowland now 
have their eyes on the 1956 Republican 
National Convention, laying the ground- 
work for making him California’s favor- 
ite son if President Eisenhower decides 
against seeking a second term. Mr. 
Knowland flew to Sacramento from 
Washington to mastermind the moves 
in the Republican State convention. The 
result was a beating for backers of an- 
other presidential hopeful, Vice President 
Richard M. Nixon. Pro-Knowland people 
got into strategic position, are likely to 
control California’s delegates to the 1956 
National Convention. 

Senator Knowland, only 46, has risen 
rapidly in politics. He headed the Re- 
publican National Committee’s executive 
committee when only 33, has been in the 
Senate since 1945 when appointed to fill 
the vacancy caused by the death of Sen- 
ator Hiram W. Johnson. In the 1952 
National Convention he wanted to swing 
California delegates behind the late Sen- 
ator Robert A. Taft, lost out to Mr. 
Nixon’s pro-Eisenhower stand. 


> SOCIALIST LEADERS are to make 
money as a result of the trip to Moscow 
and Communist China by eight members 
of the British Labor Party. Newspaper 


at r “United Press 
SOCIALISTS MEET COMMUNISTS 
Mr. Attlee (center), Mr. Bevan (behind 
him), and six other British Labor Party 
members flew to Russia and China 
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SENATOR KNOWLAND 
... Victory back home 


and magazine articles, at good rates of 
pay, are to flow from the pens of Clement 
Attlee, former Prime Minister, and 
Aneurin Bevan, left-wing leader. Pam- 
phlets and books may follow. - 

Cash value to the Socialists, however, 
may be less than the propaganda value 
to the Russians. A Soviet “peace offen- 
sive” designed to kill the European Army 
and to detach Britain from alliance with 
the U.S. is being pushed through this 
trip. Russian and Chinese Communists 
are getting a chance to plant soft talk 
among people who have previously de- 
nounced Communism and who have 
strong influence in Britain. 

@ Mr. Attlee, 71, is the son of a Con- 
servative lawyer but turned to Socialism 
after seeing the squalor of London’s 
Limehouse section when he was a social 
worker. He was Prime Minister from 
1945 to 1951, backed Britain’s part in 
the Marshall Plan and in the North At- 
lantic Treaty, ordered heavy rearmament 
of Britain and two years ago denounced 
the Soviet bloc as an empire of slaves. 
Lately, however, he has endorsed the 
division of Indo-China and has been 
pressing for talks among President Ei- 
senhower, British Prime Minister Church- 
ill and Soviet Premier Malenkov. 

® Mr. Bevan, 56, is the storm center of 
British politics, still is bitter about the 
poverty of his childhood as the son of 
a Welsh miner. A decade ago he was 
willing to admit the Communist Party 

(Continued on page 8) 
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Long Distance Rates Are Low. These are the daytime 
Station-to-Station rates for the first three minutes. They do 
not include the federal excise tax. Long Distance rates are 
even lower after 6 o’clock every night and all day Sunday. 





LONG DISTANCE IS THE CHEAPEST, 
SPEEDIEST ROAD TO EVERYWHERE 


There is hardly any limit to the time, money and waste motion 
Long Distance telephone service can save in a single business day. 


In Sales, for example, it can help you follow up inquiries. Make 
appointments for personal visits. Keep in touch between trips. Clear 
up questions and complaints, quickly and tactfully. Save sales that 
might otherwise slip away. 

There’s another important reason for using Long Distance. The 
rates are low—much lower, as shown above, than most people think. 


Long Distance Doesn't Cost—It Pays. We have some specific suggestions for 
the profitable use of Long Distance in Sales, Purchasing, Administration, 
Traffic, Production, Engineering and Accounting. A call to your Bell Tele- 
phone Business office will bring a representative to discuss them with you. 


BELL TELEPHONE SYSTEM 


PEOPLE of 


THE WEEK 





CONTINUED 


as @ part of the British Labor Party, 
but has since denounced Communism. 
He quit Mr. Attlee’s Cabinet over British 
‘earmament, now opposes West German 
‘earmament, the European Army plan 
ind the Southeast Asia defense alliance. 


> TVA DIRECTORS are emerging as foes 
»f an Administration plan to tie a pri- 
rately owned electric-power plant into 
the Tennessee Valley Authority. Two of 


private business firm do. Any two, if 
there is a division on the Board, can 
make a decision. And under the TVA law, 
a director can be fired only by joint 
resolution of both houses of Congress. 

@ Mr. Curtis is acting chairman until 
General Vogel takes over next’ month. 
His nine-year term is due to expire in 
May, 1957. Mr. Curtis is a chemical 
engineer with a Ph.D. degree from the 
University of Wisconsin. In World War I, 











> A CALL ON THE PRESIDENT to push the cause of Hawaiian statehood 
was one of the first acts of Betty Farrington after she won a special 
election to succeed her late husband, Joseph R. Farrington, and became 
Hawaii’s first woman Delegate to Congress. Mrs. Farrington was born 
in Tokyo, the daughter of a missionary, and became a newspaperwoman 
after graduation from the University of Wisconsin. She is expected to 
run for a full two-year term as Delegate this autumn, and is considered 
a potential Senator if Hawaii becomes a State. 


—Wide World 








the three directors of TVA—Harry A. 
Curtis and Raymond R. Paty—have 
lodged strong objections. The third di- 
rector, newly appointed by President Ei- 
senhower to head the Board, is Brig. Gen. 
Herbert D. Vogel. He told a Senate com- 
mittee last week that he thinks TVA 
itself ought to carry out any needed ex- 
pansion, said he hoped the private-power 
deal would not establish a pattern. 
There is a chance that the Board 
might refuse to carry out a private- 
power deal. Directors of TVA have full 
power to run the Authority’s business, 
can buy or sell just as directors of a 


he was a researcher at the Muscle Shoals 
nitrate plant, later was on President Cool- 
idge’s inquiry board seeking peacetime 
uses for Muscle Shoals. He was dean of 
the University of Missouri college of 
engineering from 1938 to 1948. 

® Mr. Paty, 57, is an educator who for 
a time was National Youth Administra- 
tor for Georgia. He was president of the 
University of Alabama from 1942 to 
1947, chancellor of Georgia’s university 
system for two years afterward. He be- 
came an official of an Atlanta depart- 
ment store in 1949, three years later was 
named a TVA director. 


> CARL T. CURTIS, a Congressman from 
Nebraska for eight consecutive terms, 
caused a small political surprise last 
spring when he said he was going to re- 
tire from the House. Later, he decided to 
step into the Senate race. Last week he 
won the nomination from Governor Rob- 
ert Crosby and five others. 

Election in November is almost a cer- 
tainty. Mr. Curtis is a Republican, and 
Republicans have been sweeping Nebras- 
ka elections since 1940. 

Representative Curtis, if he comes to 
the Senate, will bring a reputation as a 
conservative who may not see eye to eye 
with President Eisenhower on everything. 










Governor Crosby was portrayed in the [ 


primary campaign as the pro-Eisenhower 
man. Mr. Curtis campaigned as a tax 
cutter, played up the tax cuts in the re- 


vised Internal Revenue Code that he § 
helped write as a member of the House [ 
Ways and Means Committee. He also 7 
proposed a constitutional amendment in- 7 
tended to limit Government spending > 


and reduce the national debt. 


Mr. Curtis, 49, was born and brought 


up in south-central Nebraska. He at- 
tended the University of Nebraska, be- 
came a lawyer, and was Kearney County 
attorney when elected to the House. He 
calls himself “dean” of Nebraska Con- 
gressmen—youngest in years, oldest in 
point of service. 


> A MAN ON A HORSE clattered back 
onto the political track in last week’s 
primary election in Idaho. By winning 
the Democratic nomination for U.S. 
Senator, Glen H. Taylor was on the trail 
of a Senate seat that he occupied for one 
term, 1944 to 1950. 


Mr. Taylor was known as the “singing © 


cowboy” after he crooned up a victory 
in 1944 with the road-show techniques 
he once had used to make a living as 
leading man with the Glendora Players. 
To find a house in wartime Washington, 
he sat on the Capitol stéps and sang a 
doleful ballad about his troubles. Later, 
he rode a horse up the Capitol steps to 
dramatize his “crusade for peace.” 

He became better known, however, as 
the running mate of Henry Wallace in 
Mr. Wallace’s bid for President on the 
Progressive Party ticket in 1948. He lost 
his Senate seat in 1950, failed to get the 
nomination in 1952, this year gets to the 
“finals” in November against Senator 
Henry C. Dworshak. Senator Dworshak 
was thought to have shaky chances for 
re-election, now may be in a stronger 
position because some Idaho Democrats 
have fallen out with Mr. Taylor. The 
seat may be one of the keys to control 
of the next Senate. 
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Though called upon to operate at cherry-red temperatures, Ryan exhaust 
systems give long service life on Boeing Stratofreighters. 


When Pratt and Whitney needed an exhaust system of unique and revo- 
lutionary design for the 3500 H.P. Wasp Major engines which power 
Boeing Stratofreighters, no one but Ryan would tackle the job of devel- 
opment and manufacture. The design demanded production of one-piece 
stainless steel stampings larger than any ever before used in exhaust sys- 
tems, and many other advanced features. Ryan solved these problems by 
creating completely new forming, welding, and other techniques... and 
today produces this complex, precision structure on a high volume basis. 


Ryan’s pioneering research in the 
use of ceramics for the “hot” parts 
» of jet, rocket and piston engines is 
another example of leadership in 
high-temperature metallurgy. Ryan 
first proved the results of its 
ceramic coatings with thousands of 
hours of actual flight-testing on 
four global airlines... and today is 
engaged in volume production, 
supplying the major portion of the 
industry’s requirements. Ryan also builds thousands of ceramic coated 
exhaust parts for U. S. combat tanks. 





Ryan ceramics give life-saving protection 
to red-hot tank engine exhaust systems. 


The only exhaust system manufacturer who also designs, builds and flies 
high-performance aircraft, Ryan leads the world in this specialized field. 
And because Ryan is specialized, ingenious and versatile it has been able 
to call upon its vast store of 31 years of experience in many related fields 
of aviation to serve all its customers better in their special requirements. 


RYAN AERONAUTICAL COMPANY 


Factory and Home Offices: Lindbergh Field, San Diego 12, California 


Other Offices: Washington, D. C.; Dayton, Ohio; Seattle, Washington; New York City 


RYAN. esearch IN EXHAUST 
<ySTEMS MAKES PLANES LIVE LONGER 














“Always a Better Product’ is the key-note at 
Ryan where metallurgical research never ends. 


—RYAN-* 


*% SPECIALIZED 
* INGENIOUS 
* VERSATILE 


type Aircraft and Components 
7 a Engines and Components 
Exhaust Systems for Aircraft 
Electronics Equipment - 
Ceramics for “Hot Parts 
Weapons — Design and 
emen 
Phares Power Plant Research 
Metallurgical Engineering 
Thin-Wall Ducting 
Firebee Pilotless Jet Planes 


h * Leaders in All 
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Did you know that the Brewing 


Industry now uses over 3 million 


acres of farm products every year? 
















Agriculture and brewing are two-way streets. 
Farmers use almost 500 million pounds of 
enriched brewer's grains annually as a sup- 
plementary feed for dairy cattle. Brewer's 
yeast in poultry feed also gives us healthier, 
more productive chickens. 


Mire year, an estimated 4 billion pounds of barley, 








corn, rice, hops, and other farm products are bought 
from the American farmers by the over three hundred 


brewers in the United States. 


These premium crops come from many different 
states and are the harvest of about 3 million acres. The 
Brewing Industry thus adds close to 300 million dol- 


lars annually to the national farm income. 


This is another example of how Beer—the beverage 


of moderation—contributes to our nation’s welfare. 


United States Brewers Foundation... chartered 162 





One of America’s Oldest Continuous Non-Profit Trade Associations 
Representing over 86% of the Country’s Malt-Beverage Production 
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Eisenhower, all at once, is fixed in the course he will follow. 

"Peaceful coexistence" is to be given passive acceptance. War is out. 
Truce in Korea will be accepted as permanent. So will Indo-China loss. 

Break in relations with-Russia will be avoided. Trade, in fact, will be 
expanded with Russia and, probably, with Communist China. 

U.S. will avoid throwing its weight around in the world. 

Britain and France will get a freer hand in Europe. Dollars will be 
Supplied in abundance, at the same time, to make their lot easier. 











The President's confidence is high, bolstered by events. 

Wars in the world, real ones, are ended; casualty lists stopped. 
Recession is checked. Prosperity, Eisenhower is told, is assured. 
Congress is going home after giving most of what was asked of it. 

The President feels that in less than two years his Administration has 








produced much of what .t promised. There's a kind of peace and a promise of 
early prosperity. That's the record on which he will ask the country to return 
a Republican Congress. White House is optimistic about November. 


Success in Congress is most pleasing to the President. 

Farm bloc was defeated--its first defeat in about 30 years. Labor, at the 
same time, failed to make a dent in tax-law rewriting. 

Pressure groups, both farm and labor, met defeat. 

Public-power expansion was checked. "Creeping socialism," Eisenhower 
feels, is being stopped, no longer moving ahead. 

Old people, however, are to get bigger pensions. Farmers will go on 
getting Government support for prices. Labor unions will enjoy protections. 
Debt will go on rising, as Government spends above its income. 

Defense and foreign aid are costs that remain a bit out of hand. 























Almost everybody is supposed to be feeling good before the year end. 

Wage earners are getting pay increases in many fields. Stockholders hold 
the hope of better dividends. Salaried people enjoy stable or rising income and 
stable costs of living. Retired people enjoy a stable dollar. 

Government workers are getting a little more pay. 

Taxpayers are to get relief of many kinds. Youths, though drafted, are not 
being shot at. Businessmen enjoy tax concessions, a promise of policies that 
encourage venturing, avoid punitive interference with their affairs. 

Eisenhower, really, thinks he sees an era of good feeling ahead. 
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NEWSGRAM--TOMORROW-- (Continued) 





Trouble, where possible, will be avoided by U.S. There'll be no more 
threats of “preventive war." Lecturing of other nations will be avoided. 

Communists will be pretty much let alone with their conquests. 

Britain will not be criticized officially for nudging up to Russia and 
Communist China. France will get her money no matter what happens to the 
so-called European Army. Germany, probably, will be allowed to drift. 

If the past is any guide, the future is to be-one in which Communists 
consolidate conquests already made and infiltrate intensively for conquests to 
be sought in the period of disillusionment after the era of good feeling. 





Mr. Eisenhower himself likes the way things are going. There is every sign 
that he now is getting a thrill out of the Presidency and that he is growing more 
receptive to the idea that it would not be so bad to serve more than one term. 

A decision is less than 23 months away. 


In shaping his course, Ike is following little-noticed advisers. 

Paul Hoffman, businessman, former Marshall Plan Administrator, has a strong 
voice on policy toward other nations. John J. McCloy, lawyer-banker, former 
High Commissioner in Germany, is another adviser on foreign policy. So is 
Lucius Clay, a general turned businessman. 

George Humphrey, Treasury Secretary, dominates tax and economic policy. 
Milton Eisenhower, college president, brother of the President, continues to be 
highly influential--a voice on the side of caution in all things. 

















All around the non-Communist world, stress is upon optimism. 

Investors, almost everywhere, are bidding up prices of stocks, betting that 
times will be good, that war will be avoided, controls kept off. 

Stock prices. between last September and now, show this: In U.S., up 34 per 
cent; Britain, up 22 per cent; Netherlands, up 25 per cent; France, up 22 per 
cent; Canada, up 18 per cent; Belgium, up 1l per cent; Norway, up 10 per cent; 
Switzerland, up 10 per cent; Denmark, up 10 per cent. 

In Germany, stock prices are sharply higher. So are they in Sweden. 

Japan, in the midst of deflation, is an exception. Stock prices are down 
5l per cent there in the same period. Japan is the coming problem. 











Business, almost everywhere in the non-Communist world, is good. 

Qutput of goods is high and rising. Trade between countries is better. 
Profits are better. Taxes are lower or tax cuts are promiced. 

War scares are absent and arms spending on the downgrade. 

The Eisenhower theme in U.S. is in harmony with the theme of peace and 
prosperity that is dominant in most of the world's industrial areas. 


Lower support prices for farm products apply next year, not this. 

Food prices for city people are unlikely to go down much, if any, with 
lower prices to farmers. Prices paid farmers for wheat, cotton, corn are just a 
fraction of the prices of food and clothing at retail. 

Farmers, among big groups in the population, are the ones who are under 
pressure to accept reduced income. Farmers are expected to lag in the big 
procession toward better times that is being shaped for late 1954, early 1955. 
Business is near bottom of its dip. Autos are the drag just now. 
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DIATOMACEOUS EARTH — the ideal 
anti-caking compound in fertilizers 





Preventing fertilizers from caking and getting 
them to flow freely are among the farmer's prime 
concerns. Eagle-Picher’s Celatom (diatomaceous 
earth formed of plant fossils) is one of the finest 
known carriers for keeping many fertilizers, such 
as ammonium nitrate, free-flowing. 


Celatom has great bulking value, fine particle 
size, and unusually high absorptive character- 
istics. In ammonium nitrate fertilizers, it affords 
more uniform and effective spread of the plant 





Since 1843 


foods, serves as a perfect anti-caking compound, 
and helps eliminate drill-clogging. 


Eagle-Picher Celatom has hundreds of other 
important applications. As examples, it is used 
extensively as an insulating material, filter aid, 
paper filler, flatting and extending agent in paints, 
filler in plastic and rubber goods. If you would 
like more facts on Celatom or any of the other 
Eagle-Picher products listed below, we'll be glad 
to have the opportunity to talk with you in person, 


= EAGLE-PICHER 


The Eagle-Picher Company e General Offices: Cincinnati (1), Ohio 


A good name on any product ¢« Widely known as an important factor in mining, smelting and 


processing of zinc and lead, Eagle-Picher provides many products for essential uses in the glass, ceramic, chemical and 


agricultural industries; in the manufacture of automotive and farm equipment and 


in many other fields: Slab zinc ¢ Zinc and lead pigments and oxides * Molded and extruded rubber products 


Diatomaceous earth products « Cadmium e The rare metals: Gallium, Germanium e Mineral wool 


home and industrial insulations e Aluminum storm windows and screens. 





Washington Whispers 


[What appears on this page is reported in Washington and other news centers] 


Joint Chiefs Seek H-Bomb Control . . . Costs of Food 
Worry Republicans . . . What Did Dr. John Get in U. S.? 


Sherman Adams, top aide to the Pres- 
ident, was a bit startled by the dress- 
ing down Mr. Eisenhower gave him 
before reporters for saying that Ike 
was turning over in his mind a deci- 
sion on whether or not to run in 1956. 
The President said bluntly that Mr. 
Adams had no facts on which to base 
his statement. 


Sk 


Mr. Eisenhower, cracking down on 
those who raise a question about the 
decision he will make on a second 
term, is giving an indication that he 
is beginning to like his job. It has 
taken Ike almost two years to get a 
thrill out of politics. 


x * * 


Estes Kefauver, Tennessee Senator, 
winning renomination by a_ land- 
slide, is going to be a strong contender 
for the Democratic nomination in 
1956. 


ek -* 


Ezra Benson, Secretary of Agriculture, 
is being pressed to interest himself in 
the question of why city people pay 
as much for food as when farm prices 
were much higher. Some Republicans 
from farm States are concerned that 
farmers may think that the Repub- 
lican Party is most interested in get- 
ting farm prices down, not in lowering 
prices of food for city people. 


x «kt 


Dr. Otto John, the head of Germany’s 
“FBI” who turned out to be an agent 
of the Communists, had been used by 
the British to try to kill off the idea of 
rearming Germany. Dr. John fed out 
stories about Nazis rising again to 
take over in West Germany—stories 
given a big play in British newspapers. 


xk * 


Under auspices of this country’s Cen- 
tral Intelligence Agency, Dr. John 
spent the time from May 19 to June 


10 in this country, traveling from 
coast to coast. The man who jumped 
openly over to the Communist side on 
July 20 had spent half a day at the 
FBI out of four full days in Washing- 
ton. Great secrecy surrounds what 
U.S. secrets, if any, American officials 
gave to the Communist agent. 


x &€ & 


John Foster Dulles, Secretary of 
State, is not particularly happy over 
the way this country’s allies are tak- 
ing the initiative in foreign affairs and 
are following lines that this country 
does not approve. Although it spends 
more money on other countries than 
ever before, the United States finds its 
influence declining. 


x * * 


The U.S. Joint Chiefs of Staff are 
pressing for clear-cut authority to 
make immediate use of atomic and 
thermonuclear weapons in event of 
another war. Military men are con- 
cerned lest politicians deny them the 
right to use their new weapons, there- 
by giving an advantage to nations 
with larger man power. 


x * * 


Admiral Arthur Radford, Chairman 
of the U.S. Joint Chiefs of Staff, is 
aware of more and more signs that the 
Chinese Communists intend to try to 
take Formosa and the Pescadores Is- 
lands, which U. S. is committed to de- 
fend. Atomic bombs could make short 
shrift of any invasion attempt, but 
doubt is expressed that these bombs 
would be used. 


> ek 


Charles E. Wilson, Defense Secretary, 
has agreed to gradual withdrawal of 
American Army troops from Japan, 
starting this autumn. Air Force and 
Navy will continue to operate from 
Japan but on a limited basis. Divi- 
sions to be pulled out will go to Guam, 
Okinawa and Hawaii. 


President Eisenhower has been very 
careful not to close the door to Re- 
publican criticism of Gen. George C. 
Marshall for the role he played in 
shaping China policy and in dealing 
with the Russians in postwar years. § 
Mr. Eisenhower, in his statements, 
makes it clear that his praise of Gen- f 
eral Marshall concerns the wartime 
years when the two were in close con- 
tact. 


x & &® 


Richard Nixon, Vice President, has 
noted that, in the countries where 
Communist activity is under effective 
control, the Communist Party is out- 
lawed, making membership and as- 
sociation with it a crime. Govern- 
ment lawyers in this country, how- 
ever, argue that the direct approach 
to dealing with Communists is too 
simple. 


x * * 


Clement Attlee, former British Prime 
Minister, who is visiting Russia and 
Red China, would like to visit the 
United States later to make an ad- 
dress explaining the reason for his 
trip behind the Iron Curtain and what 
he found. 


x k *& 


A key member of the British Labor 
Party, seeing Socialist leaders off on 
their visit to Red China, was heard to 
remark: “Our Labor Party must keep 
to the left of Churchill’s Conservative 
Government, and that’s awfully hard § 
to do these days.” 


x &. ®& 


Sir Winston Churchill personally re- 
cently masterminded the rescue of a 
Polish refugee from a Communist ship 
in the port of London. When the Red 
vessel resisted, Sir Winston called for 
British destroyers, saying: “If you 
have to shoot them, smash the propel- 
lers.” Police actually liberated the 
refugee. 
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Arctic Sentinels 


Thousands of miles away, long-range Northrop F-89 
Scorpions stand guard night and day along the top-of- 
the-world route to America’s heart, defending our 
homes and industry « These lethal USAF defenders will 
“scramble” at the first flash-warning from the polar 
radar chain. With deadly armament, latest radar, and 
ability to range over a defense zone up to 2000 miles 
in depth, they can strike, follow, harass, and destroy an 
invader hours before he can reach target * The Scorpion 
F-89 is America’s most heavily armed fighter. It is a prod- 
uct of the precision team of Northrop men and machines. 


NORTHROP 


NORTHROP AIRCRAFT, INC. ¢ HAWTHORNE, CALIFORNIA 


Pioneer Builders of Night and All Weather Fighters 








CATERPILLAR TRACTOR CoO. 









\"2 is currently celebrating the 50th anniversary of the track-type 
a . e tractor. Texaco offers its congratulations to the manufacturer of 
ye this world-famous equipment. For nearly twenty-five of those 

“50 Years on Tracks,” Texaco lubricants and Lubrication Engi- 


neering Service have been helping Caterpillar keep its production 





CateErpPILiar is just one of 
mar.y fine companies which have 
benefited through the use of su- 
perior Texaco Products and the 
services of skilled Texaco Lubri- 
cation Engineers. Texaco can 
help achieve the same goals for 
every major field of industry and 


TEXACO 


INOUSTIRMAL LUBRICANTS 


~s ) high, its costs low. 
git 





transportation. One Agreement 
of Sale will serve all your plants 
wherever located. Let Texaco 
help you. Call the nearest of the 
more than 2000 Texaco Distrib- 
uting Plants in the 48 States or 
write The Texas Company, 135 
East 42nd Street, N. Y. 17, N. Y. 
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HOW GOOD 
IS BUSINESS 


Most Lines Up ... Some Down 


Next turn in business is expected to be up. 
A rise from the summer slump is now fore- 
cast, and the prospect is that it will carry on 


through 1955. 


Just ahead may be the best Christmas 
selling season ever. The housing boom will 
continue, with only a slight seasonal dip. The 


U.S. business, after a year’s recession, 
) is hearty and looking for better and bet- 
ter times. 

In most respects, 1953 is turning out 
to be the second biggest year on record. 
Charts on page 19 give you an over-all 
impression of what has happened. 

Manufacturing has slowed moderately 
-slightly less than 10 per cent. Employ- 
ment has fallen only 2 per cent. People 
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STOCK PRICES: STRONG 
Investors are confident 
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. . . General Upturn This Autumn 


auto business will improve. Thus, recession is 
likely to be over after only a year. 
It will turn out to be one of the mildest 


trouble spots in U.S. history, with relatively 


have gone on buying goods in great vol- 
ume. Prices have remained fairly stable. 

Construction is setting a new record. 

A year ago, the downturn was devel- 
oping; no one was quite sure how far it 
would go. Now, as another autumn ap- 
proaches, an upturn is expected. 

Confidence in recovery is wide- 
spread; it seems to be growing on a 
pretty solid basis. Perhaps the most im- 
portant source is a negative factor—what 
hasn’t happened. 

Weaknesses in autos, appliances, other 
industries haven’t touched off a bad re- 
action, causing the downturn to feed on 
itself. They have been taken in stride. 

Consumers have gone on buying al- 
most as much in the stores as they did 
during the general rush for merchandise 
at the height of the boom. Where they 
have been holding back in their spend- 
ing is chiefly in the purchase of new 
automobiles, some types of electrical 
goods and furniture. 

On the other hand, people are buying 
more groceries. In recent weeks, they 
have been running up bigger bills at de- 
partment stores. Sales of general mer- 
chandise have been showing promise. 

If that trend continues, the Christmas 
trade this year will be the best ever. 

With sales high and production down, 
inventories are being reduced. In some 
major industries, the inventory problem 
is nearly over. Demand and prices of tex- 
tiles and clothing are showing greater 


few people feeling any pinch. 
This is a quick summary of the problems 
and promises that lie ahead. 


strength. Department stores are having 
to replenish their depleted stocks. 

Even the No. 1 inventory problem— 
stocks of new cars—took a turn toward 
solution in June. Latest estimates put the 
number of new automobiles in dealers’ 
hands at 517,500, compared with 562,500 
a year ago. 

When the auto companies bring out 
their new models this coming autumn, 
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AUTO SALES: WEAK 
But inventories are shrinking 
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production will pick up. Demand for 
steel will be firmer. 

Steel mills are now operating at around 
65 per cent of capacity. Operations later 
this year are expected to approach 75 per 
cent. Next year, the industry hopes to be 
running at 85 per cent. 

Thus, as the inventory problem fades, 
businessmen can expect bigger orders for 
goods. The problem of skimpy order 
books, which has caused one company 
after another to cut production, will also 
be relieved. 

Plenty of money is available to sup- 
port such a recovery. 

Investors are not holding back. Stock 
prices have climbed almost to the 1929 
level. They have gone up in the last 
year in a way that is reminiscent of the 
buoyant 1920s, but with this big differ- 
ence: The rise this time is backed chiefly 
with cash, instead of loans for short-time 
speculation. 

Stockholders, both individuals and in- 
stitutions, expect values and profits to 
grow. They expect the recession to be 
short-lived. 

Companies have cut back less than 
many economists expected on spending 
for plant and equipment. Expansion is 
getting less stress, but money is being 
put into machines and buildings to bring 
out new products or help cut costs. 

More money also is going into stores 
and office buildings. 

Thus, executives are planning tor a 
productive future, one with competition 
keen and opportunities large. Their out- 
lays are helping to produce the biggest 
construction boom in U.S. history—in 
the midst of recession. 

The great bulk of consumers is well- 
heeled and free-spending, too. They have 
not been pinched. Brunt of the downturn 
has fallen on farmers, workers who lost 
their jobs, and those working fewer hours. 

Most of the 48 million workers not on 
farms are at least as well off as ever. 
Factory pay envelopes, on the average, 
hold almost as much as they did a year 
ago. There is less overtime pay, but 
hourly rates are a few cents higher, and 
federal taxes take a smaller bite. 

Outside the factories, pay is rising. 
Salaries are going up. People are getting 
more from rents, professional fees and 
interest. Dividends are bigger than they 
were a year back; more companies are 
increasing them than are cutting. 

Total personal income, after taxes, 
has increased in the last year. 

Sales can increase a good deal, if 
people merely spend a little more and 
save a little less. A tendency this way 
shows up in Government figures. 

Though retail safes have been running 
a little under the boom-time level, total 
spending by consumers has been setting 
a new record. More money is being spent 
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for housing, travel, medical care and 
other services. This willingness to spend 
is a strong underpinning for business. 

More families are becoming dissatisfied 
with having just one car and are buying 
a second. Among middle-income people, 
there is a trend toward larger houses 
and more luxuries, such as sporting goods 
and jewelry. 

Growing population is another big 
source of demand; even over a short 
period. Just since the recession started, 
the U.S. has gained about 2.8 million 
people to house, feed and clothe. 

Government is fostering a mood of 
confidence through its handling of money 
and its tax concessions. 

Credit is being made cheaper and 
easier to get. Lenders are more inclined 


i me | oT 


Photo: H. Armstrong Roberts 


than they were last year to accept the 
4.5 per cent interest rate on Government- 
backed mortgages, instead of holding out 
for 5 or 6 per cent. Veterans are buying 
houses without paying cash down; they 
could rarely do that last year. 

Now, nonveterans, including service- 
men, are to be given the aid of smaller 
down payments and longer periods to 
pay, as a result of the new housing law. 

This stimulus of easy money is calcu- 
lated to keep the home-building boom 
going for a long time. A lengthy reces- 
sion, in the face of record construction, 
is a near impossibility. 

Meanwhile, business is also getting the 
benefit of lower interest costs. The av- 
erage rate for long-term money for cor- 






porations has dropped from 3.50 per cent 
to 3.14 per cent this past year. 

In still other ways, Government is giv- 
ing business a lift. New rules for tax de- 
ductions on plant and equipment will 
release a considerable amount of cor- 
porate funds for possible investment. Tax 
deductions and credits for loss years are 
being liberalized. 

Defense contracts are being written 
faster. New public-works projects are 
being planned. A heavy federal deficit 
is in prospect for the next few months. 
Old-age pensions are about to be in- 
creased again. Congress is voting federal 
workers a pay raise. 

The next few weeks will be a kind of 
testing period, before recovery can be- 
come clear-cut. 


| 


i 
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Auto output will be reduced; model 
change-overs are expected to result in 


the longest shutdowns since before 
World War II. Steel output in_ this 
period is likely to improve little. Build- 
ing may slacken in the second half 
of the year; that is a normal seasonal 
trend. 

These problems are not likely to pro- 
long the recession, however, so long as 
the mood of confidence prevails. 


A White House appraisal of the eco- 
nomic situation appears on page 85. A 
new tax rule that could have a big effect 
on investment is analyzed on page 88. 
A discussion of where business gets in- 
vestment funds is on page 112. 
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Ww SIGNS OF STRENGTH IN BUSINESS 


Compared with a year ago— 


are 


fen 


a = Mae Value of new construction. . . ... . UP 6 per cent 
: , a ee eee ee up15 per cent 
be a RD iG igi tig nn? qiaW ©. ey Pp 6 per cent 

Me Industrial stock prices. . 2. 2 2... UP2E per cent 


BUSINESS GAUGES 
ECON Hat ARE HOLDING STEADY 


Compared with a year ago— 








Personal income, after taxes . . ab ee 0.6 per cent 
Factory workers’ weekly earnings DOWNDO.5 per cent 
og ere ee wir 0.5 per cent 


Wholesale prices... ..... DOWN®O.S per cent 
NN las Gi te) Boe ae DOWNO.3 per cent 






PY WHERE BUSINESS IS WEAK 


Compared with a year ago— 


nal Ww Industrial output ........ DOWN 9 per cent 
a : ‘Wy =—— Manufacturers’ new orders . . . DOWN 9 per cent 
“ : wr” Farmincome.......... Ha'*YN 9 per cent 
A . 4 Factory sales of automobiles. . . DOWN23 per cent 
6 Ww Employment ... 2.2 0 se ee DOWN 2 per cent 
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Why Farmers Are Kicking 
—Prices Low, Costs High 


New farm plan, lowering U. S. 
supports for prices of crops, 
catches the farmers when they 
are already unhappy. 

They have seen real farm in- 
come drop 28 per cent since 
1948. City dwellers were making 
new gains in the same period. 

Result: More grumbling in the 
farm belt. 


Of all the big groups in this coun- 
try’s population, farmers today appear 
to be least happy. Why this is so is not 
hard to find. 

The farm group, the official figures 
disclose, is much worse off than in 1948, 
before the Korean war and before the 
recession of 1949. In contrast, almost all 
other groups in the population are better 
off. 

An average farmer, at this time, finds 
that his income will buy about 28 per 
cent less than it would have bought six 
years ago. That’s because he has less in- 
come to spend and the prices of things 
that he buys are higher. 

This squeeze on the farm operator, 
the man who owns a farm, is real. It hits 
farmers’ pocketbooks. It shows up in 
their net income, which has declined 
about 2 billion dollars in two years. It 
shows, too, in their rising costs—for farm 
labor, farm taxes, most supplies and 


equipment that a farmer buys. Yet, while 
the farm owner is worse off, the farm 
worker is 6.5 per cent better off than he 
was in 1948. 

The decline in well-being of the farm- 
operator group accounts for rumblings 
of political trouble in some farming 
areas. 

Actually, the farmer who still owns or 
rents a farm is a good deal better off 
now than he was back in 1940, before 
World War II. His gain in real income 
over the prewar level—reflected in better 
living standards—is about 28 per cent, 
even after allowing for effects of the 
recent squeeze. 

It is the present decline in purchasing 
power of farm income, however, and not 
the rise from prewar, that is most noticed 
by the farmer at this point. 

The farmer notices that most other 
groups in the population are better off 
than they were, and apparently headed 
for new gains—while he is losing. 

Bondholders, it is true, are somewhat 
worse off than in 1948. Those who live 
solely on income from interest on bonds 
are much worse off than in 1940, in fact. 

Most wage earners, on the other hand, 
are substantially better off than in either 
1948 or 1940. 

Real income of the average factory 
worker is 12.5 per cent higher now than 
in 1948, and nearly 30 per cent higher 
than before World War II. 

Auto workers’ weekly take-home pay 
is about 20 per cent higher than in 1948, 
in terms of purchasing power. But cur- 


rent layoffs, if long continued, will cut 
rather sharply into income gains for many 
of the individual workers in the auto 
industry. 

Steelworkers, even with an end to 
overtime, are about 12 per cent better 
off than in 1948. Coal miners are -not 
quite as well off because they now are 
working a short week, and total pay is 
down. 

Workers in Government are doing 
quite a bit better than in 1948, although 
they still are lagging a little compared 
with 1940. Pay raises came more slowly 
for Government workers than for others 
in the period of inflation. A 5 per cent 
pay raise for federal workers now is 
being proposed. 

Schoolteachers, as a group, have done 
well in recent years and now are about 
15 per cent better off than in 1948 or 
1940. Clerks and office workers in retail 
trade have made a 9 per cent gain, on 
the average, since 1948. 

Farm operators, in summary, led most 
groups in relative gain during the period 
of booming inflation that came with 
World War II and continued in postwar 
years. But they have fallen radically in 
position since the end of inflation, and 
the return of big surpluses in farm prod- 
ucts. 

Many city workers now are enjoying a 
round of new pay raises while farm in- 
come is still shrinking. 

This situation is making farmers un- 
happy. Under the circumtances, many 
members of Congress are waiting anx- 
iously for the reaction of farm voters 
in November. 

As these Congressmen see it, farmers 
are already discontented because of their 
decline in relative financial position. 
They do not expect the new price plan, 
with its lower level of Government sup- 
ports, to soothe farmers’ feelings. 


What's Happened to Income Since 1948" 


FARM 
WORKER 


RAILROAD 
WORKER 


RETAIL- 
TRADE 
EMPLOYE 


WORKER 


FACTORY GOVERNMENT 
WORKER 


SCHOOL-  TELEPHON 
ACHER WORKER 


*Real"’ income , adjusted for changes in cost of living since 1948. 
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WHAT CONGRESS DID FOR IKE 


President Given Most Things He Asked For 





ger Government is reversed. 





Record of the 83d Congress shows that 
Congress and a President can work together. 

Mr. Eisenhower got much, though not all, 
of what he wanted from the legislators. 

Spending is cut. Taxes are lowered. A new 
defense setup is approved. Trend toward big- 


housing. 





A good many things are to be differ- 
ent as a result of new laws enacted by 
the Congress that is now winding up its 
work. 

This Congress, under Republican con- 
trol in a Republican Administration, is 
ending by giving President Eisenhower 
most of the things he asked for. The 
effect is to be seen in a reversal of many 
long-standing trends. : 

Taxes, for example, are reduced. Tax 
law is completely rewritten. 

Government that had grown steadily 
bigger is being reduced in size under 
this Congress. Pay rolls are off about 10 
per cent from the time Republicans took 
over. The trend is down in Govern- 
ment spending, as result of action 
by Congress. 

From a trend toward bigger and 
bigger Government, performing 
more and more functions, there is 
the start of a shift toward smaller 
Government performing somewhat 
more limited functions. 

Yet, after two tries, Congress was 
unable to come up with plans that 
could produce a balanced budget. 
National debt is rising toward a 
record level—with no end to this 
debt rise in sight. 

Republicans, taking over the 
National Government after 20 years 
of rule by Democrats, had many 
ideas about what they could do. 
Most of these ideas concerned 
getting Government out of busi- 
ness and out of many jobs that it 
was doing. At the end of two years, 
the record indicates that few of 
those ideas could be translated into 
full reality. Government remains 
big and powerful and expensive, 
performing almost all of the func- 
tions of pre-Republican days but in 
a somewhat more limited fashion. 
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Congress followed the President's lead 
on foreign policy, public works, Social Se- 
curity. It has ignored Ike, followed its own 
bent, on tariffs, health insurance, public 


Big question now is whether voters will 
like what Congress and Ike put together. 





Public-power development is being 
slowed, but not ended. Price supports 
for farm products remain, although on 
a slightly less rigid basis. Subsidies to 
various types of private business con- 
tinue. There was talk of getting the 
Government out of its own business 
operations, but actual liquidation of 
these enterprises is being pushed only 
slightly. 

Government continues to give away 
large sums of money to outside nations 
—larger sums, in fact, than in the period 
of Democratic rule. But authorizations 
for future aid programs are being whit- 
tled down, 








Old people, too, are getting bigger 
pensions, not smaller. A floor, Govern- 
ment enforced, continues to exist under 
wage rates. Labor relations remain a field 
of Government regulation. Few controls, 
other than those imposed in wartime, are 
being lifted. Railroads, air lines continue 
under Government regulation. 

The Congress that is now ending its 
work, before facing the voters in Novem- 
ber, started out to be a reluctant fol- 
lower of presidential leadership. It some- 
times veered off in the opposite direc- 
tion. At the end, however, when the bal- 
ance sheet was added up, it came around 
to accepting most of Mr. Eisenhower's 

requests. . 








ADMIN. LEGISLATION PROGRAM 











—Los Angeles Mirror 


“THINGS ARE LOOKING UP” 
In the main, Congress went along 


Basic policy changes are being 
made in the tax field. Relief is ahead 
for millions of individuals, many 
businesses. Instead of a weapon 
with which to punish business, 
taxes are now being used as an 
instrument to stimulate business. 
Double taxation of stock dividends, 
for example, is modified as a taxa- 
tion principle. Business is given 
easier methods of computing de- 
preciation. 

Substantial tax cuts, however, 
are not to result, at the President’s 
insistence. Congress, with an eye 
on the elections, wanted cuts, came 
around finally to the President’s 
point of view that at least an effort 
should be made toward balancing 
the budget. 

Deficit financing, though, con- 
tinues. Mr. Eisenhower ended his 
first six months in office with a defi- 
cit of 9.4 billion dollars. A year 
later it was down to 3 billion. But 
a balanced budget remains as a 
goal for the future. 

Federal spending is being cut, 
but remains high. Congress found 
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that in many cases appropriation re- 
quests had been trimmed to the bone, 
couldn’t be cut any further. 

Defense costs remain the real obstacle 
in the way of a balanced budget. A start 
is being made at bringing military ex- 
penses in line. Defense strategy, as a re- 
sult of Mr. Eisenhower’s “new look,” is 
shifted to an atomic basis. The Air Force 
becomes the principal military arm. Army 
and Navy are given a lower share of de- 
fense money. Congress pondered, de- 
bated, but refused to interfere with Mr. 
Eisenhower's military judgment. 

The draft, however, remains a big fac- 
tor in the life of every young man. 

Reversing the trend begun 20 years 
ago, an effort is under way to get the 
Government out of many businesses. Mr. 
Eisenhower has authority to dispose 
of Government-owned  synthetic-rubber 
plants. A start is being made toward 
halting Government investment in elec- 
tric-power resources. TVA, which grew 
by leaps and bounds under the Demo- 
crats, is not getting funds to build a new 
steam plant. The Atomic Energy Com- 
mission has orders to contract with a 
private group for additional power. Con- 
gress is ending, in principle, Government 
monopoly in atomic energy, opening 
development of the atom’s peacetime 
uses to private business. 

Development of other resources, too, 
is being turned away from domination by 
the Federal Government. Mr. Eisenhow- 
er asked, and got, return of “tideland” 
vil fields to the States within their off- 
shore boundaries. But the U.S. keeps 
control of resources outside these limits. 

Public works remain a major Gov- 
ernment function. White House plans for 
highway-improvement projects have con- 
gressional approval. And Mr. Eisenhower 
is lining up a big public-works drive as 
a spur to the economy if and when it’s 
needed. 

Pump priming, however, to spur busi- 
ness, is being avoided by this Congress. 
Administration leaders see no need for 
federal pump priming at this time. 

But private construction is getting a 
boost to make sure that it remains an im- 
portant prop under the economy. The 
building industry is assured, for its cus- 
tomers, increased limits on federally in- 
sured home mortgages. Public housing 
goes on, though on a small scale. Slum 
clearance and redevelopment are to be 
expanded, but under the new Republican 
name of “urban renewal.” The Federal 
National Mortgage Association, a second- 
ary market created by the New Deal, 
gets a new lease on life. The Veterans’ 
Administration has 150 million dollars 
more for direct loans to veterans who 
want to buy homes and are unable to 
borrow from private lenders. 

This Congress, in other words, is not 
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backing away completely from the idea 
that Government has a place both in busi- 
ness and in helping business. 

Individuals, too, continue to get the 
services Government has provided, and 
some services are being expanded by the 
Republican Congress. Social Security is 
to be extended to millions more; benefits 
are to be raised. Veterans, disabled in 
service, are to get 5 per cent increases 
in their pensions. Unemployment-com- 
pensation funds of the States will be 
strengthened through federal aid. But 
Congress turned down a request for fed- 
eral insurance of private hospitalization 
plans. 

Communists and subversives are to 
find it tougher to operate under new laws 
approved by Congress. Communist pub- 
lications must register their printing 
plants. Witnesses may be offered immu- 
nity from prosecution if their testimony 
incriminates them. Congress refused, 
though, to legalize evidence taken through 
tapping of telephone wires. 

Legislators balked, too, at other White 
House requests. The Taft-Hartley Act 
is left unchanged. Hawaii and Alaska 
are still without statehood. Some postal 
rates are higher, but not as high as the 
Post Office wanted. In foreign trade, the 
President’s plea for lower tariffs is still 
unheeded. 

In foreign affairs, Mr. Eisenhower is 
having his way with Congress. His treaty 
powers, after a tough battle with legis- 
lators in his own party over the Bricker 
amendment, remain intact. Customs regu- 
lations are being simplified. Where the 
President has asked for congressional ap- 
proval of foreign policy, it has been forth- 
coming. 

Really big fights between the Presi- 
dent and Congress haven’t kept the legis- 
lators from acceding to his requests. The 
battle over the Bricker amendment, ap- 
pointment of Charles Bohlen as Ambas- 
sador to Moscow, flexible farm price sup- 
ports, tax policy, public power, housing 
—all are being counted as victories for 
Mr. Eisenhower. 

Senator Joseph R. McCarthy (Rep.), 
of Wisconsin, in his tangle with Army of- 
ficials and in other investigations, brought 
the White House into its only bare- 
knuckle contest with Congress. Other- 
wise, congressional investigations, which 
made life miserable for Mr. Truman, 
were never directed at the Eisenhower 
Administration during the present Con- 
gress. They were concerned mainly with 
reports of scandals during the Truman 
and Roosevelt Administrations. 

Mr. Eisenhower's relations with his 
Republican Congress have given him 
most of the program he called for. And, 
in the main, Congress went along with 
the President apparently because it rec- 
ognized his popularity. 
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World’s Biggest Fifth Column? 


Mao Gains Among Southeast Asia‘’s Chinese 


Communism is on the verge of 
enrolling its biggest fifth column. 
Ten million Chinese in Southeast 
Asia, fence sitters by tradition, 
now are leaning toward Com- 
munist China. 

Indo-China has made them 
wonder if Communism can be 
stopped in Asia, wonder if they 
hadn't better climb on the band 
wagon. 


If they do, you can expect 
more Communist victories in 
Asia. 


BANGKOK, Thailand 

Right now, the odds favor a swing to 
the Communists by most of the 10 mil- 
lion Chinese who live outside China in 
the key trouble spots of Southeast Asia. 

Military victories in Indo-China have 
inspired respect for Communist power. 
Diplomatic victories at Geneva and New 
Delhi by Premier Chou En-lai of Com- 
munist China have lifted Peiping’s pres- 
tige several notches. 

To many overseas Chinese it now 
looks as if Communism is unstoppable 
in Asia, and they want to get on the right 
side of the fence while there still is time. 

If Peiping wins the support of a 
majority of these overseas Chinese, Com- 
munist China will have the most potent 
fifth column the world has ever seen. It 
can help enormously in Peiping’s drive 
to dominate all of Asia. An immediate 
result may be a sharp rise in remittances 
to Communist China from overseas Chi- 
nese—to a level of 200 million dollars a 
year in scarce foreign exchange. 

A swing toward the Communists by 
overseas Chinese will affect every coun- 
try in Southeast Asia, as you can see 
from the accompanying map. The Brit- 
ish can expect the Chinese-led guerrilla 
war in Malaya to warm up. Thailand, 
mentioned as the next target for Chinese 
aggression, can look for more pressure 
on the 3 million Chinese inside that 
country. Burma and Indonesia face sim- 
ilar problems. Even the Philippines will 
have new worries about its Chinese mi- 
nority. 

What makes the overseas Chinese a 
special problem in Southeast Asia is that 
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they tend to put their loyalty to China 
ahead of loyalty to the country they 
live in. They are very proud of their 
Chinese blood and culture. 

Though far from China, they live in 
Chinese-style houses, speak Chinese, re- 
tain Chinese customs and create their 
own tight communities. Some of the ear- 
lier migrants, especially those reaching 
Thailand and the Philippines, intermar- 
ried with the natives. But others left 
wives at home, kept concubines abroad 


CHINESE IN MALAYA 
... are often recruited by the terrorists 


and remitted funds to support their fam- 
ilies in China. 

These overseas Chinese include 
some of the world’s richest rubber and tin 
magnates, as well as highly prosperous 
bankers and merchants. The poorer ones 
work mines and plantations. They have 
also furnished recruits for the Commu- 
nist-led rebellions in Malaya and the 
Philippines. 

All of them, rich or poor, seem to have 
three traits: diligence, thriftiness and 
an extraordinary reverence for the “fa- 
therland.” 

They stick together, and they take 
action as groups, whether on the family, 
clan or community level. In Singapore, 
for instance, a “Millionaires’ Club” com- 


posed exclusively of Chinese meets once 
a week to play mah jong and cards, and 
to reach decisions that will affect the 
entire Chinese community of 800,000. In 
Bangkok, the Swatow Association con- 
trols 80 per cent of the Chinese there. In 
every large city in Southeast Asia, Chi- 
nese chambers of commerce are power- 
ful in guiding the thought and action of 
the Chinese communities. 

This means that individual leaders 
among the overseas Chinese exercise 


~+Three Lions 


tremendous influence. 
leaders are currently pro-Chiang Kai- 
shek, some are pro-Communist. In Ma- 
nila, Alfonso Sycip, rich and influential, 
backs Nationalist China wholeheartedly. 
He toys with the idea that the overseas 
Chinese in Southeast Asia could produce 
millions of dollars and thousands of 
young men to help Chiang recover the 
mainland of China. 

The Communists, on the other hand, 
have Tan Kah Kee, an immensely rich 
and once-powerful resident of Southeast 
Asia. He became enamored of Mao Tse- 
tung and now sits in Peiping sending 
messages to supporters in Southeast Asia. 

Though the Communists have been 
outlawed in Malaya, Thailand and the 
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Philippines, there is a highly disciplined 
group of pro-Communist Chinese in each 
of these three countries. The terrorists 
in the Malayan jungles are 90 per cent 
Chinese, and all are indoctrinated, dedi- 
cated Communists. Even in Singapore, 
innocent-appearing organizations such as 
the “Anti-Evil Culture Movement” and 
the “Aid Poor Students Fund” are simply 
Communist fronts. In Thailand and the 
Philippines, the mushrooming study, cul- 
tural and library organizations are heavily 
weighted in favor of the Communists. 

In the schools of the overseas Chinese, 
pro-Communist. teachers get a subsidy 
from Peiping amounting to 25 per cent 
of their regular salary. Chinese libraries 
are now filled with left-wing literature. 
Mostly as a result of these influences, 
thousands of young Chinese go to Red 
China every month for advanced educa- 
tion, or simply to work “for the father- 
land.” 

Chinese newspapers in Singapore, Ma- 
laya and Bangkok that used to be anti- 
Communist now print subtle, almost 
Christian-like propaganda that comes 
straight from Peiping. Several Chinese 
publications in Jakarta and Rangoon are 
down-the-line Red organs. 

Only in Burma and in Hong Kong, 
where more is known about true condi- 
tions in China, does one find a strong 
undercurrent of hostility towards the 
Communists. 

Chinese in Hong Kong do business 
with the Communists—but at the same 
time ridicule them and to a large extent 
ignore the official Communist newspa- 
pers published there. 

In Burma, fears that the Communist 
rebels inside the country may soon get 
direct military aid from China have 
spread. As @ result, the proportion of 
Communist-edited textbooks in Ran- 
goon’s Chinese schools has dropped from 
80 to 40 per cent, and the one pro- 
Peiping newspaper has lost circulation. 

There are overseas Chinese in South- 
east Asia who could paint a fairly real- 
istic picture of life in Communist China. 
They have visited China as guests of the 
Communist Government, and many spent 
some time in their home villages. But 
they were warned that, if they criticized 
Red China after their return home, their 
relatives would suffer the consequences. 
Most of them have remained silent. 

But not all the pressure on the over- 
seas Chinese comes from Peiping. An 
even more powerful influence is the 
rising tide of sentiment against the over- 
seas Chinese in every country in South- 
east Asia. 

Harsh economic measures and po- 
litical discrimination against the Chinese 
residents, as in the Philippines and Thai- 
land, encourage the overseas Chinese to 
believe that only a powerful Chinese 
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government in Peiping will be able to 
protect their interests. In return, they 
will be willing to support the Reds. 

Peiping is taking full advantage of 
this situation. By radio and the printed 
word it promises to protect the interests 
of all overseas Chinese, and it warns 
other governments not to discriminate 
against them. 

Five years ago, when Mao Tse-tung fi- 
nally drove Chiang Kai-shek from the 
mainland, the new regime was welcomed 
by a vast majority of overseas Chinese— 
even though they distrusted Communism 
and particularly the alliance with Russia. 
The overseas Chinese had _ always 
dreamed of a united, strong and efficient 
China, and they hoped that the Reds, 
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ehits 


have any illusions about the Govern- 
ment, and we're going into this with our 
eyes wide open. But to survive down 
here, we've got to get help from Mao, 
and Mao won't do anything for us un- 
less we support him.” 

The truth is that a Chinese resident 
in Southeast Asia has always been treat- 
ed as a second-class citizen. 

Before World War II, many countries 
in Southeast Asia restricted Chinese im- 
migration and adopted discriminatory 
economic laws against them. Since the 
war, new restrictions have been added. 

Only in Malaya, where the British 
have tried to fuse the Malay and Chinese 
communities, has there been a loosening 
of anti-Chinese laws. 


ROCERY 
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—Ewing-Galloway 


CHINESE IN THE PHILIPPINES 
... run up against discrimination 


even if they were harsh and dictatorial, 
would provide that kind of government. 

They were quickly disillusioned. The 
extortion racket milked millions of dol- 
lars from the overseas Chinese, who had 
to choose between paying off the Reds 
and having their relatives executed. The 
land-reform program and liquidation of 
landlords shocked the Chinese in South- 
east Asia. Mao’s drive against private busi- 
nessmen further disillusioned the wealthy. 

But this year the pendulum has begun 
to swing back in favor of the Commu- 
nists. Here is how a prominent Chinese 
leader in Bangkok explains his attitude, 
typical of many business leaders: 

“Mao and his Government are not par- 
ticularly popular here, except among the 
intellectuals, students, labor leaders and 
party-liners. None of us businessmen 
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Malay-Chinese antagonism, neverthe- 
less, is still acute. 

Here, for instance, is what a promi- 
nent Malaya leader says: “The Chinese 
have a dog-in-the-manger attitude. They 
buy our rubber and sell us provisions, 
all at prices set by their combines. The 
Chinese will never hire Malays to work 
in their shops. The city council [in Kuala 
Lumpur, predominantly Chinese] acts 
as if it were concerned only with the 
welfare of the Chinese.” 

In Indonesia, the peasants consider 
all traders as oppressors, and most of the 
traders are Chinese. The Filipinos regard 
the Chinese as an alien people who en- 
danger Filipino livelihood through ex- 
cessive competition, because of a Chi- 
nese willingness to work harder and for 
longer hours. 


Nationalist feeling among the Chinese 
themselves has made matters worse. Be- 
fore the war, when Chiang Kai-shek was 
in power on the mainland, Chinese con- 
sulates registered all overseas Chinese 
and treated them as nationals of China, 
even when they held dual citizenship, 
Chiang’s Government tried to direct the 
political activities and control the educa- 
tional system of the overseas Chinese, 
This encouraged them to look to China, 
rather than to their local governments, 
for protection. 

Now, when the overseas Chinese feel 
themselves persecuted, they logically § 
look to either Formosa or Peiping for 
help. These days, Mao Tse-tung seems to 
them capable of giving stronger physical 
and moral support than Chiang can. 

In three key areas, here’s the way the 
struggle shapes up: 

Thailand: Hundreds of Chinese have 
been arrested for pro-Communist activi- 
ties. All Chinese have been ordered 
evacuated from “sensitive” areas near 
the border. Last year, the flag of Na- 
tionalist China was hoisted in Bangkok 
by the overseas Chinese for the first time 
since 1949. 

American officials in Thailand, how- 
ever, consider this superficial evidence 
of where Chinese sympathies really lie. 
Since the richer Chinese all have profit- 
able business relations with Thai officials J 
at the moment, it pays to be anti-Com- 
munist. Best guess in Bangkok is that a 
majority of the overseas Chinese will 
make a deal with the Communists when- 
ever the time seems ripe. 

Indonesia: An estimated 20 per cent 
of the 2 million Chinese are openly pro- 
Peiping. About 15 per cent of the Chi- 
nese support Chiang Kai-shek. The rest 
are on the fence, but it’s figured that up 
to half of these would quickly swing to 
the Communists if given a- push. 

Malaya: Despite British military pres- 
sure and the privations of life in the 
jungle, the Communist terrorists have 
little difficulty in recruiting Chinese to 
replace their combat losses. As a promin- 
ent British official puts it: “It will take at 
least three generations to create a Malay- § 
an community in which the Malays and 
Chinese are equal, and I doubt if the 
Communists will give us that much 
time.” 

The overseas Chinese throughout 
Southeast Asia realize they are a major 
target in the “cold war.” Their leaders no 
longer think they can stay aloof from the 
struggle in Asia. The economic pressures 
in their adopted countries, and the polit- 
ical pressures from Peiping, are too 
strong for that. 

The danger is that these 10 million 
overseas Chinese will become Mao Tse- 
tung’s fifth column. The drift is clearly 
that way. 
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why be radically different? 


—especially when it comes to electric motors. F-M is the 
k only one that can show you why—and how—to make 
as the only radically different electric motor manufactured since the 
electric age began. 


That motor is the Axial Air Gap Motor—much smaller and 
considerably lighter than the standard motor of equal horsepower. 
It is the ideal answer on many compact motor applications. 


It is this principle at Fairbanks-Morse—original design, 
do it better—that identifies F-M products with quality around 
the world. Only from Fairbanks-Morse can you get such sound 
engineering —such outstanding performance. 


Look for the electric motor or generator designed for better 
performance— it carries the famous Fairbanks- Morse Seal of Quality. 
Fairbanks, Morse & Co., 600 S. Michigan Ave., Chicago 5, Illinois. 


FAIRBANKS-MORSE 


a@ name worth remembering when you want the best 
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@ .. . a steady and consistent growth, 
year after year, mine every year. 







. the only major ‘eke magazine 
to s laahie its circulation — 
in seven years. 
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Advertising growth has kept pace 

with circulation growth. For the first 
six months of 1954, as in all of 1953, 
“U.S.News & World Report” led 
its field in advertising page gains. For 
full advertising information, call or 
write our advertising office, 30 
Rockefeller Plaza, Neve York 20, N.Y. 
Other advertising offices in 

' Boston, Philadelphia, Cleveland, 
Detroit, Chicago, St. Louis, 

San Francisco, and Washington. 
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Based on publisher's statements to the Audit Bureau of Circulations. Figures for 1954 filed with the Audit Bureau of Circulations, subject to audit 
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WHO HELD UP AID AS CHINA FELL? 


Another Chapter in the Strange Case of Harry Dexter White 


Now it is charged that Harry Dexter White, 
already accused of a key role in a Communist 
spy ring, aided the Red take-over of China. 

Senator Charles E. Potter (Rep.), of Michi- 
gan, brings this new charge into the open. 


Did Harry Dexter White, top Treasury 
aide during World War II, play a major 
role in the loss of China to the Commu- 
nists? Was it the late Mr. White who de- 
layed help to Chiang Kai-shek at a time 
when that help was vital and was voted 
by Congress? 

In a Senate speech, Senator Charles 
E. Potter (Rep.), of Michigan, makes 
this charge: 

“In my opinion the evidence is highly 
convincing that White and his associates 
bear a major share, if not by far the 
largest share, of responsibility for the 
destruction of the Nationalist Govern- 
ment of China.” 

Senator Potter bases his charge upon 
the administration of aid to Nationalist 
China during the period from 1942 to 
1946. During that time, billions of dol- 
lars in help was sent by the U.S. to Rus- 
sia and to Britain. The Russians received 
9.5 billions, the British 13.3 billions. 

Non-Communist China in 1942 was 
voted 500 millions in gold to help com- 
bat growing inflation arising from 10 
years of war against the Japanese. It is 
the way this 500 millions in aid for China 
was handled that prompted the charge 
by Senator Potter against Harry Dexter 
White. 

Earlier a Senate report linked Mr. 
White with the transfer to the Russians 
of Treasury plates for occupation cur- 
rency, at a cost of 255 million dollars to 
U.S. taxpayers. Reports of the Federal 
Bureau of Investigation over a period of 
years linked him to a Communist ring 
inside the Government. 

Senator Potter now charges that Mr. 
White had a hand in decisions that 
ended with disaster for Nationalist China 
and victory for the Communists in Asia. 

This story starts with Pearl Harbor. 

At that time, the Nationalist Govern- 
ment was penned up far in the interior, 
cut off from practically all outside 
sources of supply. Its holdings of gold 
and foreign exchange had dwindled, and 
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circulation of bank notes had increased 
more than 1] times since 1937. 

China, then, was the major U.S. ally 
in the war against Japan. Alarm was felt 
in Washington that Nationalist China 
might collapse. 

A State Department conference on 
Jan. 30, 1942, took up the question of 
aid for the Chinese economy. At that 
conference, Stanley Hornbeck, a top 
policy adviser, expressed the fear that 
Congress would not act in time to save 
China with American aid. “If it were to 
take several weeks for Congress to act 
it would be too late,” Mr. Hornbeck is 
quoted as saying in official records. 

Congress, within a few days, passed a 
resolution authorizing an emergency 
grant of 500 million dollars to Nationalist 
China to bolster its finances. As soon as 
the resolution became law, on April 1, 
1942, the U. S. made an immediate grant 
of 200 million to Nationalist China. 


He says that Mr. White, then a high Treasury 
official, sabotaged help that Congress voted 
for Nationalist China in World War Il. 

As a result, Senator Potter alleges, China 
was easy prey for Communist armies. 
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That sum was used to redeem internal 
bonds, payable in U.S. dollars, issued 
earlier by the Nationalist Government. 

Thereafter, however, the picture of aid 
to China changed rapidly. While aid to 
Britain and Russia mounted, shipments 
to the Nationalist Government were few 
and far between. 

It was not until March, 1946—more 
than four years after Congress had acted 
—that the last of the 500 million dollars 
in credit was used up. By that time, 
Senator Potter charges, the financial sit- 
uation of Nationalist China had become 
hopeless, and a Communist victory vir- 
tually assured. 

Senator Potter contends that the de- 
lays in carrying out aid to China were 
the result of a policy of “financial sabo- 
tage” directed by Harry Dexter White. 

Mr. White had “full responsibility” 
from Secretary of Treasury Henry Mor- 
genthau for all Treasury matters bear- 
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SENATOR CHARLES E. POTTER 
. .. told the story 


ing on foreign relations. That gave Mr. 
White the leading voice in the Treasury’s 
decision to slow down aid to Nationalist 
China. 

Another Treasury directive named 
Mr. White as Secretary Morgenthau’s 
representative on financial matters re- 


lating to U.S. armed forces abroad. This © 


responsibility links Mr. White to the re- 
fusal of the War Department to meet 
bills—running into the tens of millions 
of dollars—presented by the Nationalist 
Government for construction of roads, 
buildings and airfields for the use of the 
U.S. Air Force. 

Decisions such as these—and not graft 
and corruption in the Nationalist Gov- 
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HARRY DEXTER WHITE 
. .. planned the strategy 


ernment—were mainly responsible for the 
financial chaos that led to the Commu- 
nist take-over of China, says Senator 
Potter. 

An instance of Mr. White’s role 
emerges from the official record of a 
meeting between U.S. and Chinese rep- 
resentatives, held Oct. 2, 1944, in his 
office, to consider the question of U.S. 
gold shipments to China. 

At that time, while huge Lend-Lease 
shipments were going to Britain and 
Russia, the United States had sent 
only 10.5 million dollars in gold to 
China to help the Nationalists’ fight 
against inflation. Most of the 500 mil- 
lion appropriated by Congress was un- 


1945 
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 —Harris & Ewing, United Press, Chinese News Service 
CHIANG KAI-SHEK 
... took the consequences 


spent. Bills presented by the Nationalists 
for construction of airports and other 
U.S. military installations were still un- 
paid by the War Department, increasing 
the Nationalists’ budget deficit to the 
equivalent of about 170 million U.S. 
dollars. The Chinese dollar, worth 18 to 
the U.S. dollar at the time of Pearl 
Harbor, was worth less than a tenth 
of that in 1944. 

“What China needed to do was to 
pump new values into her banking sys- 
tem, preferably gold, either to cover or 
to retire some of the huge note issue,” 
says Senator Potter. 

An opposite view was taken at that 
meeting by Mr. White, however. He 
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PIECE BY PIECE: A JEEP FOR CHINA 
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—United Press 


For this ally: a trickle 


criticized the Chinese  black-market 
speculation in gold. He criticized the 
Chinese for not getting any results in 
their efforts to stabilize the currency. He 
suggested to the Nationalist officials that 
the gold could be an “enormous asset” 
to China—after the war. He even sug- 
gested that it would be cheaper for the 
Nationalists to print more bank notes 
than to buy up some of the huge cur- 
rency circulation with gold—in effect, 
that the way to control China’s inflation 
was to print more bank notes. 

Senator Potter contends that Mr. 
White was making criticisms and sug- 
gestions that he had every reason to 
know, as a financial expert, were un- 
reasonable. 

“If we had treated our other allies as 
we did China, we would have lost World 
War II,” says the Senator. 

He continues: “Our aid [to Britain and 
Russia] was not supplied in a sporadic, 
halting fashion, with long periods of in- 
action intervening . . . The amount sup- 
plied to the Soviets in 1942 alone—1.3 
billion dollars—-was nearly three times 
the total wartime aid furnished China, 
or 485 million. 

“It was the same story with Great 
Britain,” Senator Potter declares. “In 
1944, Britain received 5 billion, more 
than 10 times the total wartime aid sup- 
plied to China.” 

He points out that, while the U.S. 
was shipping billions of dollars’ worth 
of munitions and civilian goods to Britain 
and Russia, shipments to China were 
limited virtually to air transport over the 
Himalayan Hump. Much of this airborne 
freight was consigned to U.S. forces, 
not to the Nationalist Government. 

That situation, the Senator says, forced 
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Nationalist China to rely on gold ship- 
ments, rather than goods, to bolster its 
economy. 

“So it was either gold or nothing,” he 
says. “When the Treasury refused gold 
[for China] they, in effect, chose noth- 
ing.” 

Administration records show that in 
May, 1945, the State Department acted 
to break the barriers created by White's 
policy. Under Secretary of State Joseph 
C. Grew, in a letter to Secretary of 
Treasury Morgenthau, ordered the ship- 
ment of an unspent balance of about 
190 million dollars from the original 500 
million in credit voted by Congress in 
February, 1942. 





TONS AND TONS: LEND-LEASE FOR RUSSIA 










By then, however, inflation was un- 
controlled. In April, 1945, the Chinese 
dollar was worth 700 to one U.S. doHlar. 
By February, 1947, the figure had risen | 
to 12,000 to one, at a time when the 
Communists were on the _ offensive | 
against the Nationalist armies. 

Senator Potter’s look at the activities 
of Harry Dexter White on the China-aid 
program throws new light on charges, 
still heard, that American aid to Chiang 
Kai-shek after 1945 would have done 
some good—if properly handled by the 
Nationalist Government. 

“Nothing could have saved Nationalist 
China after V-J Day,” the Senator says. 
“She was a hollow shell, her Government 
bankrupt, her people bankrupt . . .” 

Senator Potter concludes: “The effects 
of the White policies were far-reaching. 
By means of standing aside while the 
inflation grew worse and worse, he and 
his group destroyed the country’s finances 
and economy. This, with the inevitable 
loss of face by the Nationalist Govern- 
ment, led to a breakdown in moral 
standards. That, in turn, provided the 
ammunition with which to attack and 
discredit the Chiang Kai-shek Govern- 
ment. Such attacks weakened the will 
and palsied the effort of our own people, 
directed toward trying to salvage the 
situation. 

“One can only wonder whether in the 
history of relationships between honor- 
able and civilized nations there could 
ever have been another example of de- 
ceitful, treacherous, and destructive poli- 
cies deliberately pursued by one nation 
against another such as that to which 
we were made a party under the mach- 
inations of Harry Dexter White and his 7 
associates.” 











-United Press 





For this ally: a flood 
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It has been said, in song and in verse, 
that the best things in life are free. 

And we must say that we side with this 
conjecture in at least one small regard. 
For we know that the finest reward of 


Cadillac ownership costs you nothing. 


We have reference, quite naturally, to 
that wonderful feeling of pride that 
comes inevitably to new owners of new 
Cadillacs. It is, in the truest sense of the 
word, a dividend for your wisdom in 
choosing the “‘car of cars.” 

Of course, when a motorist takes title 
to his Cadillac, he expects to find great 
pride in his new possession. But we 


CADILLAC MOTOR CAR DIVISION 
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doubt if ever he is fully prepared for the 
heart-lifting moments which await him. 

There is, for instance, the unforget- 
table memory of his first journey home 

. and of that joyous welcome of family 
and friends. 

There is his unending pride and joy in 
the car’s great beauty and performance 
and mechanical perfection. 

And there is his keen awareness of 
membership in the world’s most dis- 
tinguished fraternity of new car owners. 

Won’t you visit your Cadillac dealer 
soon for a demonstration “preview” of 
these remarkable “Cadillac dividends’? 


GENERAL MOTORS CORPORATION 











Cut Costly Billing ‘lime with 
BURROU, 
MULTIPLIER 





Computes and types the 
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complete invoice in one , 
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is 


continuous operation. 
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Pe ececcccccccce® 


Two major steps are cut from costly billing 
operations when you use the Burroughs 
Miracle Multiplier that types and computes 
an invoice faster than it takes to copy it! 


In run-of-mine billing procedure. there are 
three major steps—(1) calculating. (2) typing 
and (3) machine checking. But this time- 
saving Burroughs Typewriter-Billing Machine 
reduces caleulating and typing to one single, 
continuous operation, and no machine 


WHEREVER THERE’S BUSINESS THERE’S B u rrough & 


Computes by direct 
multiplication — not 
by repeated addition. 


checking is needed. Added speed factor— 
computation is by direet mechanical multi- 
plication, not repeated addition. 


Here is the world’s fastest billing machine 
for a wide range of applications. When the 
time comes to better your billing operations, 
see your Burroughs man The Burroughs 
branch office near you is listed in the yellow 
pages of your telephone directory, or write 
Burroughs Corporation, Detroit 32, Mich. 


Prints quantity, then 
prints unit price and 
total amount simulta- 
neously—no need for 
machine checking of 
quantities and price. 


| Burroughs 
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REDS HOPE TO RULE SPORTS TOO 


12 Million Athletes in Training to Beat the West 





thing else. 
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The Russians are out to show the world 
they are tops in sports, as well as every- 


Crack Soviet teams are touring all over, 
beating Westerners. They are winning at the 
West's own sports. Ultimate Russian goal is 


the U.S. 


Red sports offensive is big, grim business. 
It harnesses 12 million athletes in the U.S.S.R. 
“Peace’’ propaganda goes with the drive. 
But, most of all, the Russians want to win. 


conquest of the 1956 Olympics, victory over 








Reported from 
PARIS and LONDON 


Soviet Russia is pushing a world-wide 
sports offensive with a calculated goal: 
Victory over everybody—but most of all 
over the United States—in the 1956 
Olympic games at Melbourne. 

Month by month since the start of the 
year, Russian athletes have been bursting 
out of the Iron Curtain, trained to the 
ears. Time after time they've been beat- 
ing the other fellow at his own games, on 
his own grounds. 

They've licked the British at crew 
racing, the Canadians at ice hockey, the 
Scandinavians at skiing. 

The grand design is clear: A pro- 
longed display of power and _propa- 
ganda, building up to a climax in Aus- 
tralia two years hence. 





= oo F 


—Wide World 


OUT TO WIN 
Soviet athletes: upset Canadians 
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First big pay-offs already are in. The 
Russian victories are spectacular and 
genuine. 

In Japan, last January, the Soviets 
swept the world skating championships. 
Their top star, Boris Shilkov, won the 
speed-skating title in a blinding snow- 
storm. 

In February, Russian skiers invaded a 
big international meet in Sweden. Both 
Soviet men and women took important 
firsts from the Scandinavians, who are 
considered the world’s foremost skiers. 

In March, again in Sweden, a Rus- 
sian ice-hockey team licked the Can- 
adians, supposedly the best anywhere 
at the game. 

Down in Italy, in May, a Soviet bas- 
ketball team ran away with the Euro- 
pean cup. And, in July, Russian gym- 
nasts took 10 out of 14 medals in world 
championships in Rome. 

In France, the Soviets appeared with 
a team of five parachutists (three men, 
two women) and’ easily captured the 
world’s parachute-jumping contest. The 
French were staggered to hear that 800,- 
000 Soviet youths belong to 1,300 par- 
achute clubs. 

Biggest upset to tradition, however, 
came at the Henley Regatta, famed Brit- 
ish rowing classic. 

A 33-man Red team turned up three 
weeks early for intensive training. They 
took home three out of five prizes, in- 
cluding the big one. The Times, of Lon- 
don, confessed: “We have suffered re- 
verses in the past, but never quite so 
complete.” 

How do they do it? In Russia, sports 
is a big, grim, production-line business, 
run from grade school to Olympic track 
by that supercoach, the state. 

At the apex of an immensely com- 
plicated training setup is the All-Union 
Committee on Physical Culture and 
Sports. It has the status of a Cabinet 
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ministry. It controls the activities of 12 
million competing athletes in the So- 
viet Union. 

The athletes themselves are organized 
into clubs, and affiliated with factories, 
collective farms, schools, Army and Navy 
units, even the secret police. The clubs 
are supervised by All-Union Committee 
federations for each sport. 

Invitations to competitions outside 
Russia are accepted or rejected by the 
All-Union federations; in other words, 
by the boys upstairs. 

Actually, training and selection of 
individual athletes begin in grade school. 
At the age of 12, the sturdiest specimens 
are hand-picked for 400 children’s sports 
schools. 

At the age of 17, the best graduates 
of the children’s sports schools go to 
youth sports schools, which are really 
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TRAINED TO THE EARS 
Russian children start early 
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Russian practice of giving athletes phony jobs is spoofed by the Soviet humor magazine Krokodil 
(May 10, 1950). Caller is told the “fellow workers” are on the soccer field; only one job — chief 
bookkeeper — remains unfilled by a player. 








athletic colleges. The colleges turn out 
star athletes and coaches. 

Jobs for athletes are easy. Stars in 
any sport get well-paid positions in fac- 
tories, stores, etc., but they spend all 
their time working at their sports special- 
ties. 

In the winter they often are shipped 
off to resorts in Southern Russia so their 
training will not be interrupted. 

Early last spring, a Frenchman who 
visited the Russian Black Sea resort of 
Sochi was surprised to find many Soviet 
athletes on the beach. He learned they 
were on vacation from their jobs in Mos- 
cow, training already for the August 
European track meet at Berne. 

This practice of phony, full-pay jobs 
for full-time athletes raises the question 
of the amateur ‘status of Soviet competi- 
tors in Olympic contests. However, other 
countries cannot challenge the certifica- 
tion of the Soviet Olympic Committee. 

Nevertheless, there are numerous 
known cases where Russian soccer play- 
ers have received pay as railway engi- 
neers, where a crack Olympic rifle shot 
has worked in a Russian circus, where 
coaches have doubled in brass as Olym- 
pic track stars. 

Big impetus for the current Russian 
sports offensive goes back to the Olympic 
games in Helsinki in 1952. There, the 
Russians finished second to the U.S., on 
the accepted basis of point scoring. 


~ 
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However, the Russians never admitted 
they lost. And, a few months after the 
games, Moscow decreed a “fighting pro- 
gram” to raise Soviet standards in the 
events where the West had shown super- 
iority at Helsinki. 

During those games, Russian gym- 
nasts and hefty Soviet women weight- 
throwers had been almost unbeatable. 
But U.S. athletes had run away with 
first places and records in the main track 
and field events. 

Americans had humbled such Soviet 
hopes as Lituev, the hurdler, and Ka- 
zantsev, the steeplechase star. 

The Russians took these defeats to 
heart. Soviet athletes were told to get 
better than the West—or else. The 
“fighting program” not only applied to 
track and field sports. It covered a whole 
slate of Western-type competitions, from 
basketball to skiing. 

By 1954, the Soviets were ready to 
branch out. Russian teams were entered in 
150 international competitions this year. 

They picked their spots with great 
care. Unless they felt almost certain of 
winning, they didn’t bother to send any- 
one. 

Only the best men and women in each 
sport got outside the Iron Curtain. The 
teams were trained full time, right up to 
the moment of competition. 

- Outside Russia, touring Red teams 
have been kept under close wraps. 


Coaches, trainers, physicians, political 
supervisors and plain guards, with ob- 
vious pistol bulges under their coats, 
watch their every movement. 

There is no case on record of defec- 
tion by a Russian athlete, although a few 
satellite sportsmen have gone West when 
they had a chance. 

Contacts with foreigners are held to 
a barely correct minimum for the Soviet 
stars. The Russian teams are always 
housed together, sometimes in crowded 
quarters, preferably remote from other 
competitors. 

“They may shake hands when they 
have to meet you,” said one American 
team captain. “But they won't look you 
in the eye—they look down at your feet.” 

On the whole, their conduct on the 
field in international events this year 
appears to have been exemplary. Foreign 
crowds, from England to Japan, have 
applauded their sportsmanship. By con- 
trast, at Helsinki in 1952, the Russians 
sometimes skated close to the thin edge 
of the rule book. 

Away from the field, Russian athletes 
are told it is dangerous to go out alone 
in Western countries lest they be trap- 
ped in some anti-Communist propaganda 
stunt. At Sochi, one Red athlete ex- 
plained to a Frenchwoman: 

“Suppose I should walk along a street 
in Paris after you. A passer-by pushes 
me and I bump into you involuntarily. 
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GYMNASTIC DISPLAY AT A “PHYSICAL-CULTURE PARADE” IN MOSCOW 
The goal: victory over the U. S. at the 1956 Olympics 


At this moment a photographer takes a 
picture of us. The photo the next day 
would appear in the newspaper with a 
caption saying: “Russians are vulgar and 
barbarians. Look how they conduct them- 
selves with women.” 

In Sweden last winter, Western skiers 
were entranced by the pretty Russian 
girl competitors. Some hoped for an 
evening chat, perhaps even a date. Noth- 
ing doing. The Russian girls spent their 
evenings waxing their skis for the next 
day’s events. 

Russians can’t relax anywhere. Even 
in their continuous round of “friendly” 
competition within the satellite states, 
they have to win. 

In most cases, the satellite sports offi- 
cials understand this thoroughly. But the 
satellite audiences have been known to 
walk out when some Russian boxer got 
a long count, or when a referee made an 
outrageous decision in favor of a Soviet 
team. 

A Hungarian basketball official is 
quoted as saying: “It is very difficult to 
appoint referees when Soviet teams are 
playing, as they must not be defeated.” 
And, in one basketball junket to Red 
China, the Russian team took along its 
Own referee, its own rules and its own 
basketball. The Chinese said later that 
the ball felt as heavy as a bowling ball. 

No effort, no expense is spared by 
the Soviets in the process of winning. 
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Sports equipment in the Soviet Union 
is quite ordinary, but the Russians ap- 
pear at international contests with the 
finest apparatus money can buy. 

At Paris, they used a new type of 
square parachute never seen in the West. 
It had safety gadgets that automatically 
opened the ‘chute if the jumper delayed 
as much as three seconds in pulling the 
rip cord. 

For the Olympic yacht racing at Hel- 
sinki, the Russians bought expensive 
boats in Britain, Sweden and Norway. 
Prior to the Olympic rifle contests, Rus- 
sian emissaries were dispatched to 
Switzerland to buy all the American 
.22-caliber ammunition on hand. This 
was repacked in red-starred Russian 
boxes for the competition. 

It’s all part of the Russian obsession 
with winning, at any cost. As a Russian 
political boss told the English at Hen- 
ley: “This is sport to you. But we are 
over “here to win.” 

Red propaganda expects to collect 
big dividends from the sports offensive. 
The idea is simple: An able Russian 
athlete is tops as an international ad- 
vertisement for “peaceful coexistence.” 
At once, he symbolizes strength, clean 
living, fun, fair play. He’s a propaganda 
natural. 

The Russians are working it two ways. 
The Iron Curtain now is wide open for 
Western athletes and sports leaders. The 


Soviets beckon Europeans, Asians, even 
Americans to athletic extravaganzas, 
games and free tours of Communist 
sports venters. 

Most visitors emerge slightly dazed, 
but impressed with the size of it all. 

The American head of the Internation- 
al Olympic Committee, Avery Brundage, 
of Chicago, recently completed such a 
trip. He told reporters in Moscow that 
U.S. athletes will have to work hard to 
keep up with the Russians. Maybe, he 
said, American boys could do with fewer 
TV sets and automobiles, more athletic 
training. 

Men like Mr. Brundage, of course, are 
not easily impressed by the “peace” 
propaganda angle of the sports offen- 
sive. But it’s a different story with the 
ordinary sports fan in Western Europe. 

The French magazine Realités, in an 
article on French workers, recently inter- 
viewed a miner, little interested in poli- 
tics, who votes Socialist but belongs to 
the Communist-controlled union, CGT 

In reply to questions, the miner said 
he considered the Soviet Union a peace- 
ful nation and the American Government 
bellicose and influenced by capitalists. 
Asked to explain, he said he admired the 
Soviet Union very much because it is 
able to accomplish great things. 

“One has only to see,” he said, “what 
they have succeeded in doing in the 
field of athletics.” 
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HOW IKE RUNS HIS JOB 


Spends Third of His Time Listening to Experts 


A President, in this complex 
age, must do a lot of things that 
require an expert's knowledge of 
many subjects. But he can’t be 
an expert on every problem that 
he must handle. 

Then how does he get all the 
information that he needs? 

President Eisenhower has a 
formula—a short cut that he 
learned in the Army. 

This is how he does it. 


People often wonder: How does a 
President get all the information he 
needs to do his job? 

Take President Eisenhower. He is a 
professional soldier, trained for war, un- 
til recently inexperienced in the civilian 
tasks of peace. Yet, as chief of the 
world’s most highly industrialized nation, 
he must deal with complex civilian prob- 
lems—taxes, tariffs, economics, farm 
prices, diplomacy and politics. 

The President cannot be an expert in 
all these fields. What does he do? 

The answer is now becoming 
known. Mr. Eisenhower, his aides 
reveal, has a formula—a short cut 
that he learned in the Army. What 
he uses is a system of military-type 
“briefings.” It works this way: 

When the President needs in- 
formation on any subject—such as 
farm price supports or the business 
outlook—an expert on that subject 
is called. The expert assembles the 
information, analyzes it, boils it 
down to essentials and presents it 
to the President in a form that is 
short and easy to understand. 

This system was used by Gen- 
eral Eisenhower to keep up with a 
wide and shifting war front. He 
still considers it the best way to ab- 
sorb a lot of information in a short 
time. So he has installed it in the 
White House. Briefings have be- 
come a regular part of the Presi- 
dent’s daily work—and a big part, 
too. 

One third of the President's 
working time is taken up by these 
briefings. Aides estimate that the 
President works 60 hours in a nor- 
mal week. Twenty of those hours 
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are taken up by briefings. In other words, 
President Eisenhower spends a third of 
his time learning, preparing for what he 
must do the other two thirds of his time. 
How those 20 hours may be spent in an 
average week is shown by the chart on 
page 39. 

Before the President meets with his 
Cabinet, congressional leaders or the 
press, he is prepared by a briefing. Pre- 
sented with a bill to sign or an executive 
decision to make, he often goes through 
the same process. Even to greet a dele- 
gation from some patriotic organization, 
he may be given a quick fill-in. 

It is not unusual for the President to 
be instructed thoroughly on 20 or 30 
major subjects in a single week—or a 
score of minor topics in a single day. 

Other Presidents have used briefings 
to some extent. But none as much as 
President Eisenhower. 

Today’s briefings in the White House 
have been developed into an exact sci- 
ence. The President’s advisers speak of 
three kinds of briefings: the formal type, 
the informal kind and the brief “post- 
ing.” 

An example of the formal type is the 
half hour of instruction that Gabriel 
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THROUGH THIS DOOR... 
...a daily parade of facts 





Hauge and Arthur F. Burns, White 
House economic advisers, give the Presi- 
dent every week. Here business condi- 
tions are analyzed and a long-range fore- 
cast is presented. 

Secretary of State John Foster Dulles 
conducts many informal briefings. He 
may pop into the President's office at any 
time to give him a brief critique of a 
troublesome situation in Indo-China, Mo- 
rocco or some other “hot spot.” 

Press Secretaries James C. Hagerty 
and Murray Snyder do a “posting” type 
of briefing before each of the President's 
weekly press conferences. They post him 
on questions that reporters are likely to 
ask, try to make sure that he has the 
information for an answer. 

What happens during a briefing? As 
an example, take the half-hour economic 
briefing by Mr. Hauge and Mr. Burns. 
Usually, this begins at 11 a.m. Monday. 

The President controls the pace and 
tone of the meeting all the way. He gen- 
erally starts it off with a few comments 
about news stories he has read. When 
ready to get down to business, he may 
ask a question, or casually tell them to 
“go ahead.” Then he slouches back in 
his chair and listens. He may remove his 
glasses and shut his eyes for a mo- 
ment. Or he may get up and walk 
around the-room as they talk. 

Mr. Burns gives the Chief Ex- 
ecutive the economic facts. Mr. 
Hauge interprets them, in layman's 
language. Small hand charts are 
presented to show the way the na- 
tion’s economy is moving. These 
are supplemented by short written 
summaries on various subjects. For 
instance, the effects of increasing 
a tariff may be reduced to a single 
page. 

The President studies the charts 
and summaries, asks questions on 
points that are not clear to him or 
on which he wants further infor- 
mation. No aide is present to take 
notes—unless the President plans to 
use some of the ideas later in a 
speech or statement. President Ei- 
senhower himself may take a few 
notes, but not many. “Ike is not a pa- 
per and scratch man,” his aides say. 

What is wanted by the Presi- 
dent in a briefing? 

“Just the facts,” his aides say. 
“Facts unadorned.” 

“All the wishful thinking is 
boiled right out of a paper or a 
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BRIEFINGS ON LEGISLATIVE MATTERS . 41/2 hrs. 


20 
~ Hours 


Devoted to 
Briefings 


briefing,” says one friend of the Pres- 
ident. One thing that irritates Mr. Eisen- 


hower is any attempt to gloss over de- ~ 


feats or errors. Offending aides are “told 
off” right on the spot. As a result, briefers 
have learned to “give it to him straight 
out, no matter how rough it may be.” 

Briefers had better be right on their 
facts. From his wide experience in the 
Army and abroad, President Eisenhower 
often reveals surprising knowledge on 
some subjects. If what the briefer says 
does not jibe with what the President 





SECRETARY DULLES 
. .. the most frequent briefer 
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knows, the aide is told: “You had better 
check that again.” 

Brevity is another thing that President 
Eisenhower insists upon. “He ‘does not 
like to be burdened with detail,” accord- 
ing to an aide. “So we don’t shovel a lot 
of detail on him. We sort out the mar- 
ginal things, try to keep to the big 
items.” 

“However,” another aide added, “we 
must be prepared to go into considerable 
depth on any matter. The President has 
a lot of curiosity, and he insists on under- 
standing every point.” 

Briefings are oral, for the most part. 
The President prefers listening to read- 
ing. But he always likes to get something 
on paper, too—something that he can 
look at later, mull over in spare time. 
Not long reports, however. They are 
boiled down for his reading. 

Although the President asks a lot of 
“penetrating” questions, according to his 
aides he is a “good listener.” Sometimes a 
briefer will talk 10 minutes without an 
interruption. Then the President will 
summarize the main points and develop 
these points with questions. 

“The President has a_ tremendous 
memory,” his aides maintain. “He bites 
into everything, picks out the meat—and 
he remembers it.” 

Decisions seldom are made in a brief- 
ing. Sometimes a quick decision is nec- 
essary but, when possible, the President 
likes to think a while before acting. 

Congressional affairs take up a large 
share of President Eisenhower's briefing 
time. When Congress is in session, he 
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spends about two hours each week in 
conference with congressional leaders, 
getting their reports of progress and 
prospects. This is supplemented by two 
or three hours of reports by presidential 
assistants who serve as liaison between 
White House and Capitol. This adds up, 
usually, to around 4% hours a week on 
legislative matters. 

Executive affairs take up even more 
time. About six hours every week are 
spent receiving reports and information 
from Cabinet members and department 
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heads. And this does not include the 
weekly Cabinet meetings. 

On the average, the President expects 
an individual visit at least every two 
weeks from each Cabinet member or 
chief of a major department. 

Secretary Dulles, in this period of in- 
ternational tension, talks with President 
Eisenhower more often than any other 
Cabinet member. Mr. Dulles may give 
the President as many as six or seven 
short briefings in a week. 

Defense problems require at least an 
hour of briefing every week. Secretary 
of Defense Charles E. Wilson and Ad- 
miral Arthur W. Radford, Chairman of 
the Joint Chiefs of Staff, spend a half 
hour each at the White House every 
week. So does Lewis L. Strauss, Chair- 
man of the Atomic Energy Commission. 

Other regulars on the briefing team are 
Xobert Cutler, Special Assistant for Na- 
tional-Security Affairs; Sherman Adams, 
the Assistant to the President who is 
generally called his “chief of staff’; Ber- 
nard M. Shanley, Counsel to the Presi- 
dent and Thomas E. Stephens, Secretary 
in charge of appointments. 

Aides defend the system of informa- 
tion gathering used by President Eisen- 
hower. They are quick to argue when 
it is suggested that he may not get 
enough detail on some complicated sub- 
jects. Most claim he gets all the detail 
that so busy a man can absorb—and all 
a sharp executive mind needs to act. 

The story is told of the Presi- 
dent’s visit to Philadelphia during his 
election campaign. Politicians handed 
him a 25-page directive about the 
city. Remarked Mr. Eisenhower: “It 
only took a six-page directive to get 
me into Normandy.” 

Briefings, of course, are supplemented 
by the President's own reading. But he 
is not a heavy reader. He skims the 
Washington and New York newspapers 
and the national news magazines, but 
reads few long articles, not many books. 

Defenders of the President’s system 
found ammunition in his latest press con- 
ference, on August 11. President Eisen- 
hower was asked, in rapid succession, 
about: a farm bill, politics, the United 
Nations, preventive war, diplomatic re- 
lations with Russia, China, a strike in a 
federal atomic plant, the budget, the 
economic outlook and the integration 
of Negroes into mixed schools. 

The President did not answer all the 
questions that were put to him. But he 
answered most of them. Several reporters 
observed that he appeared more relaxed 
and better informed than in the early 
months of his Administration. 

Thanks, in part at least, to his system 
of careful briefings, President Eisenhow- 
er seldom has to resort to “no comment” 
in answer to questions. 
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COUNSEL SHANLEY AND SPECIAL ASSISTANT CUTLER 
Their job: to assemble, analyze and present 
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FROM THE CAPITALS OF THE WORLD 


LONDON....PARIS....BONN....SAIGON.... 





>> Friends and allies of the U.S. are going in for "peaceful coexistence" with 
Communism whether the U.S. likes it or not. While a committee of the U.S. 
Congress denounces coexistence as a surrender to Communism..... 

Britain, No. 1 U.S. ally, is approving the journey of its leading Socialist 
politicians to the capital of Communist China and encouraging another trip, by 
both Conservatives and Socialists, to the capital of Communist Russia. 

Japan is publicly pressing for wide-open trade with China and Russia. 

Southeast Asia, with the exception of Thailand and Pakistan, prefers the 
neutralism of "peaceful coexistence" to joining the U.S. in a defense pact. 

Denmark is edging away from the North Atlantic defense burden, ready to cut 
length of the draft, refusing to allow any Allied air bases in Denmark. This 
tends to weaken Allied defense of the Baltic area just when defense in the 
South is being strengthened by the Yugoslav-Greek-Turkish military pact. 





>> In Paris, similarly, the trend is toward "peaceful coexistence." 

Conciliation with Russia is proposed as a major French policy. 

Moscow's campaign to prevent German rearmament via EDC, the European 
Defense Community, appears to be gaining ground. 

If further changes are made in EDC, if the Allies agree to them, if the 
French Parliament then agrees, then France will perhaps ratify EDC. 

These “ifs" add up to somewhat more interest in conciliating Russia than 
in a European Army with French and German troops side by side. 

In Paris, as in London, Tokyo, Copenhagen, other capitals of the world, 
the idea of "peaceful coexistence" between East and West is taking hold. 








>> Most people in Britain are taking a comfortable view of the expedition of 
eight British Socialists, led by former Prime Minister Clement Attlee, to 
Peiping via Moscow. They see no harm in meetings and talks with Premier 
Malenkov of Soviet Russia and Premier Chou En-lai of Communist China. On the 
contrary, they think that perhaps something good may come out of it. 

Tendency is to overlook the propaganda gains the Communists will make out 
of the visit, and out of the polite words of their British guests. 

Instead, it's noted with some pleasure in Britain that Malenkov broke 
precedent by going to the British Embassy in Moscow for dinner. The round of 
toasts, including one to the Queen, is reported with satisfaction. 

It's as if the “cold war" had been called off by the Communists, as if 
relations with Russia were back on the cordial footing of 10 years ago. 


>> Not all Britons see the Attlee expedition quite that way, however. 
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WORLDGRAM-- (Continued) 


The influential "Economist" of London, critical of the trip, tells Attlee 
that these are the things he really ought to look for in Communist China: 

The elaborate police system for punishing absentee workers. 

The new list of penalties for workers who make mistakes. 

Child labor, called by the Government "equally glorious" with schooling. 

China Peace Committee, which collects money from the public in Communist 
China in order to pay for the MIG's bought from Soviet Russia. 

For British Socialists interested in workers and the welfare state, the 
"Economist" suggests, these aspects of Peiping ought to be instructive. 














>> Mr. Attlee also is urged to find answers in Peiping to some questions: 
Question No. 1 is whether Britain is wise to ship heavy machinery to China 
when Peiping papers frankly admit it's needed to build an industrial base for 
a modern armed force. Question No. 2 is how China intends to use its "modern 
armed force"--for an attack on Formosa? Question No. 3 is what's happened to 
British businessmen in China. Question No. 4--since Attlee heads the political 
opposition in Britain--is what's happened to the political opposition in China. 














>> In Bonn, supporters of Chancellor Adenauer are worried. 

Repercussions of the Otto John case--top counterspy who deserted to the 
East German Communists--have impaired confidence in the Adenauer Government. 

Some Germans, friendly to Adenauer, are asking if there are other John 
cases to come, if the Government is shot through with corruption and treason. 

Ex-Nazis, pointing to John's anti-Nazi record, say this proves that all 
the anti-Nazis in the Government are traitors, or at least unreliable. 

Most Germans, ordinarily uninterested in politics but feeling that with ; 
Adenauer the Government was in good hands, now are not so sure. They look on 
the John case as a scandal as serious as those which undermined the German 
Republic after World War I. The danger is that the Otto John case will discredit 
not only Adenauer but his pro-U.S. policies along with him. 











>> In sizing up the terrorism in Morocco, in French North Africa..... 

Terrorism now is@ result of individual acts. It's not on the scale of 
organized, pitched battles. A temporary letup in the terrorism is likely in 
response to French concessions. An end to Moroccan terrorism, however, is not 
to be expected until France gives Morocco full independence. The terrorists, 
and the Moroccans in sympathy with them, probably won't settle for less..- 

For U.S., this means that the future of the big American air bases in 
Morocco is in question. The current wave of killings isn't aimed at Americans 
or the U.S. bases, but, if the restraining influence of French troops is removed, 
the U.S. position in a politically unstable country may be very uncomfortable. ; 











>> This is the way things look in Saigon, in the anti-Communist half of 
Vietnam, in Southern Indo-China: Rough weather is ahead. Anti-Communists, 
instead of co-operating to build a government, are squabbling among themselves. 

New Vietnam officials are inexperienced. Corruption is widespread. 
Machinery set up to handle refugees from the North has broken down. Soldiers 
in the Vietnam Army are defecting in large numbers. 

Problem is to make ‘South Vietnam a going concern, sure to vote against the , 
Communists in 1956. The anti-Communists have their work cut out for then. 
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The BEECHCRAFT Twin-Bonanza is the new favorite 
with those who want to go faster with more comfort 
and more luxury. BEECHCRAFT quality is apparent 
‘ from the first glance, and that’s real assurance of 
extra value, the ultimate of air travel. 


Travel is most restful in the big, six-passenger, 
roomy, extra-quiet cabin with its built-in visibility 
and all its stretch-out roominess...and you go 
when and where you want to go! Its earning power 
makes the new Twin-Bonanza a profitable invest- 
ment in today’s race for business expansion. 


At full 6,000-pound gross load this. newest twin- 


BONANZA 






... going places 





engine BEECHCRAFT has a cruising speed of 192 miles 
per hour at 10,000 feet, a rate of climb of 1,450 feet 
per minute, a service ceiling of 20,000 feet, a 
range of up to 1,088 miles, and outstanding single- 


engine performance. 


Business leaders, like the military, have adopted 
this new Twin-Bonanza as the 1954 personnel trans- 
port...it’s a proved aircraft with a long-standing 
reputation for top performance. Investigate the 
Twin-Bonanza way of faster personal travel toward 
more business and more pleasure. See your 
BrecucraFT dealer or distributor, or write Beech 
Aircraft Corporation, Wichita, Kansas, U.S. A. 


eecheraft 


MODEL 18 





BEECHCRAFTS ARE THE AIR FLEET OF AMERICAN BUSINESS 
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U.S. Tax Chief Explains: 


WHAT TAX COLLECTORS LOOK FOR 
ON YOUR INCOME TAX RETURN 


Here, for all taxpayers—big and little— 
is the first authoritative report on what the 
federal tax collector is thinking, and doing, 
about the claims on your tax return. 

What luxury outlays can be deducted as 
business expenses? When can club dues be 
deducted—when not? What's the yardstick? 


T. Coleman Andrews, Commissioner of Internal Revenue, 
appeared before the House Subcommittee on Administration 
of the Internal Revenue Laws, of which Representative 
Robert W. Kean (Rep.), of New Jersey, is chairman. From 
the transcript of July 29 and 30, 1954: 


Mr. Andrews: . . . In order for a taxpayer to determine 
and report his proper tax liability, he must maintain adequate 
records. The amount of record keeping which is necessary 
depends, of course, upon the nature of the taxpayer's activities 
and the extent of his business. The Treasury Department 
Regulations have for many years contained provisions which 
require taxpayers to keep such records as will enable them 
to report to their Government their true income. We have 
reviewed on many occasions the matter of whether these 
regulations should be more specific, and have concluded 
that the regulations are sound in stating the guiding principles 
to be applied. We could not, in general regulations, attempt 
to spell out in detail the type of records to be kept by all 
persons. Rather, through administrative actions and individual 
cases, we have attempted to put across the need for such 
records as individual conditions warrant. 

As you know, however, the Internal Revenue Service is 
not the last word in determining either the extent to which 
records must be kept or the tax liability of the taxpaye:. The 
actions of the Internal Revenue Service are subject to review 
by the courts. This is as it should be, and our administrative 
practices must be geared to the rules laid down by the 
courts, lest we fail in our basic responsibility to treat tax- 
payers fairly and require them unnecessarily to obtain from 
the courts answers which we have full administrative authority 
to give. 


THE “COHAN RULE” 


The principal rule which has been developed by the courts 
in determining the extent to which expenses will be allowed 
in the absence of records and complete substantiation is the 
so-called “Cohan rule.” This rule is based upon a decision 
of the Circuit Court of Appeals in 1930 which has been 
followed by other courts throughout the land ever since and 
has determined the standard by which the Revenue Service 
must be guided. 
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This inside view of tax collecting is given 
in testimony before Congress by Commission- 
er of Internal Revenue T. Coleman Andrews. 

In excerpts that follow, you get the official 
word on club dues, entertainment, record 
keeping, ‘‘estimated’’ expenses, multiple cor- 
porations—and how agents catch evaders. 


The “Cohan rule” resulted from the case of George M. 
Cohan v. Commissioner, 39 Fed. (2d) 540. It was established 
that, while Cohan was obliged to be freehanded in entertain- 
ing actors, employes and dramatic critics in furtherance of 
the production of his plays, he kept no accounts of his ex- 
penditures, which were estimated by him to be in the neigh- 
borhood of $22,000 per year. The Board of Tax Appeals 
sustained the Commissioner and refused to allow him any 
part of this, because it was impossible to tell how much he 
had in fact spent in the absence of any records. Upon appeal, 
however, the Circuit Court of Appeals for the Second Circuit 
held that absolute certainty in such matters is usually im- 
possible and is not necessary, and that the Board should make 
as close an approximation as it could. 

Thus, the “Cohan rule” was established and hundreds of 
cases have been closed where inadequate records have been 
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* kept by taxpayers by invocation of the rule that absolute 
certainty of substantiation in any transaction is not necessary. 

In its report in 1953, this Subcommittee made the following 
comment: “The Subcommittee believes that the ‘Cohan rule’ 
allows the indifferent taxpayer to shirk the burden of assisting 
the Government in determination of his tax liability by keep- 
ing reasonable records of his deductible expenses.” I would 
be less than frank with you if I did not indicate that the 
“Cohan rule” has made the work of the Revenue Service more 
difficult. We are constantly faced with the problem, under the 
doctrine of that rule, that the taxpayer who establishes a 
relationship between an expense and his business is entitled 
) to some deduction even though he may not be able to 
substantiate it. 

The task which faces the Revenue Service in such cases is 
basically twofold: 

First, the examining officer must determine the items 
claimed as deductions which may be questionable because of 
inadequate substantiation. This is frequently difficult, in view 
of the tendency to lump many items together on tax returns 
and on the books of the taxpayer under such general headings 
as sales expenses, business entertainment expenses, etc. With- 
in such general headings, items such as personal travel ex- 
penses for the benefit of individuals may be detected. The first 
and immediate consideration is whether any expenditure was 
actually made and, if so, the amount thereof. We seek to 
| obtain reasonable substantiation dependent upon the nature 
| of the item itself. 

The second problem is whether the item is so directly 
| § related to the business of the taxpayer that it is proper to be 
treated as an “ordinary and necessary” business expense. 
While we do not attempt to tell any businessman how he 
should run his business, we must, under the statute, determine 
that expenditures are ordinary and necessary business ex- 
; penses in order to be deductible. Thus, an expenditure by a 

corporation which is not an ordinary and necessary business 


expense of the corporation may be disallowed, and payments 

to stockholder-officers, claimed to be compensation, may in 

; fact be dividends and nondeductible to the extent they are 
in excess of reasonable compensation . . . 

f & I have attempted to give you this broad outline of the 

, aspects of this problem under existing law in order to indicate 


the many ramifications and the extent of the problem as we 
see it in the Revenue Service. Now I would like to tell you 
sorhe of the things we have done about it. 


“MOST TAXPAYERS HONEST” 





First of all, we believe that the great majority of the tax- 

4 payers of this country are honest, and conscientiously try to 

4 ascertain and report their taxable income. Accordingly, we 

7 have directed our efforts toward creating a better understand- 
ing by taxpayers of their responsibilities to submit accurate 
and fair returns. As you know, I have traveled throughout the 
country and, in meetings before important groups of taxpayers 
and tax practitioners, have called attention to this topic as it 
affects all taxpayers. I have particularly stressed the fact that 
the Revenue Service is concerned with excessive expense ac- 
counts and similar items, and that no taxpayer has the right 
to make his fellow citizens pay part of his tax bill by claim- 
ing deductions to which he is not entitled. 

We have also issued instructions to all employes of the Reve- 
nue Service—and these instructions have been made public— 
calling attention to our policy concerning substantiation of the 
deduction of such items. These instructions make it clear, I 
believe, that, while we want to be as fair as possible to all 
taxpayers, we do expect to enforce the law and, if it appears 
to us that criminal fraud has been committed, then we must 

take steps toward prosecution. 
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We have also made use of the authority which we have 
under the existing law to notify taxpayers in those cases in 
which we find they are not keeping records adequate to deter- 
mine their proper tax liability. While this authority has long 
existed, it was previously reserved only to the national office 
of the Service and was little used. We have now authorized 
the field officials in the Revenue Service, who are at the point 
of closest contact with the taxpayers, to prepare and issue 
notifications to taxpayers where they find that returns are not 
being properly prepared because of inadequate records. 

Finally, we have made surveys to determine the nature of 
deductions which may be improperly claimed and the extent 
of the problem, in order that we may be constantly alert to 
the scope of the problem and report to the Congress and to 
the people our findings with respect to the extent of the 
indifference on the part of those few who are failing to 
properly discharge their tax obligations . 

Qo o a 

Mr. Kean: Mr. Andrews, before you go any further I want 
to ask a question with reference to your statement . 
You say: 

“We have now authorized the field officials in the 
Revenue Service, who are at the point of closest contact 
with the taxpayers, to prepare and issue notifications 
to taxpayers where they find that returns are not being 
properly prepared because of inadequate records.” 

What is the legal effect of those notifications? If the tax- 
payer pays no attention to it, what happens? 

o ® a 

Mr. Sugarman [Norman Sugarman, Assistant Commissioner 
in charge of technical matters]: Mr. Chairman, a willful 
failure to comply with the rules and regulations is a misde- 
meanor. However, the more important aspect of it is that a 
person who would willfully fail to keep such adequate records 
would be a person we would also want to investigate from a 
fraud aspect, and then you would have failure to pay the 
full tax and willful attempt to evade the tax... . 

Mr. Kean: If you send a notice—this notice that we are 
talking about, a notification—that the people ought to keep 
adequate records and they do not do so and pay no attention 
to it, it is a misdemeanor and you can bring them up to 
court for it? 
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Mr. Sugarman: Yes, sir, but there is no procedure equiv- 
alent to what might be a contempt proceeding to force him to 
keep books and records. He is only subject to the tax penalty 
for failure to pay the tax. 

i. sore 

Mr. Kean: What would the Internal Revenue Service do 
today if something came up in exactly the same form as the 
Cohan case came up? You open somebody's return and the 
same situation exists as in the Cohan case, where $22,000 
was reported as a deductible expenditure without any possible 
guidance as to what the expenditures were. 

Mr. Andrews: We would, under our own rules and pro- 
cedures and the Cohan rule, undertake to determine what is 
a reasonable amount to be deducted of the amount the tax- 
payer is claiming. We may agree that the whole thing is 
deductible or we may decide that only a part is deductible. 
We would undertake by the best evidence we could get 
to decide what is a fair figure to allow... 

2 > ° 

Mr. Kean: You may start in and give some of the cases 
you wanted to discuss. 

Mr. Andrews: I thought, Mr. Chairman and gentlemen, 
that it would be particularly interesting and perhaps enlight- 
ening to deal with specific cases .. . 

° 2 


THE SOCIETY-DEBUT CASE 


The first case is a case which involves the cost of a debut 
into society. This is a closed case, It was a fraud case. As 
Commissioner of Internal Revenue and as a man who has 
dealt with tax matters, the mere relating of the facts of this 
case makes me boil. This man used 17 different methods of 
evasion, the chief of which were the withdrawing of surplus 
from controlled corporations by means of false sales of cor- 
porations, padded purchases, padded commissions and padded 
travel and entertainment expenses. I would like to put the 
man in a padded cell, incidentally. 

This case relates to a joint investigation involving the tax 
years 1944 to 1948, inclusive, which resulted in the conviction 
of the principal and one assistant as well as the recommenda- 
tion for assessment of taxes and penalties in excess of 3 
million dollars. I] think that is quite a sizable amount of money. 

The case was initiated in September, 1948. It was finally 
completed in August, 1952. During the four-year investigation 
—and J think maybe | should say by way of interpolation at 
this point that that probably sounds like an awfully long 
investigation to you, but very frequently in these cases in- 
volving fraud there is not any open written book to go by. 
You just have to dig out everything that you find and the trail 
sometimes is pretty long, as you will see in this case. 

During the four-year investigation, intensive inquiries were 
made through Canada, Mexico and various parts of the 
U.S. On July 9, 1953, special agents obtained an indictment 
charging the taxpayer in three counts with evasion of tax pay- 
ments for the tax year 1946. On July 21, twelve days later, 
the taxpayer was found guilty, sentenced to six months—I 
want you to notice that sentence—probated for one day, sus- 
pended and fined $20,000: $10,000 for each of two counts. 

This man organized and controlled 16 corporations in the 
United States and Mexico, and his arithmetic was off by one. 
He had one more evasion method than corporations. 

Gentlemen, that case is a good illustration of one of the 
unfortunate problems that we are up against which | have 
mentioned to other committees, to the Senate Committee on 
the Judiciary, for instance. Here is a man who committed 17 
different types of evasion. We had to travel to Mexico, Canada 
and in the United States to track down what he did to cheat 
the rest of the people of the United States. He was convicted, 
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and yet here is his sentence, six months, probated for one 
day, suspended and fined $20,000. 

Mr. Kean: When was that sentence handed down? 

Mr. Andrews: July, 1953. Look at an example of the type 
of expense claimed as a deduction. This is where this cycle 
begins. 

Mr. Kean: Is that the same case? 

Mr. Andrews: Yes. The taxpayer claimed in 1947 over 
$8,000 to defray the cost of his daughter's debut in society. 

Mr. Boggs [Representative Hale Boggs (Dem.), of Louisi- 
ana]: He claimed that as a business deduction? 

Mr. Andrews: Yes, “to meet the right people.” This amount 
included $1,400 for liquor, $3,000 for landscaping, $1,800 
for country-club expenses and $2,000 for music. Maybe the 
“right people” were not the right people after all. . . 

Mr. Kean: . . . That brings up the question of the courts 
and the amount of time that these people are required to 
serve who are guilty. Of course, that is none of your business, 
You hand it over to the Justice Department, and the courts 
or the judiciary do what they wish, but it is very important 
from your point of view that these people have sufficient 
sentences to deter other people from doing the same thing. 
As far as New Jersey is concerned, I know that certain judges 
in New Jersey have been giving pretty stiff sentences lately 
for tax evasions, which pleases me very much. As far as the 
general condition in the United States is concerned—I know 
it is spotty—are the sentences for longer terms now than they 
used to be, or are they still these six-months and _three- 
months terms and suspensions and various things that we 
have heard about when the Committee was in session before? 

Mr. Andrews: I think we could say that there has been 
some improvement in the reaction of the courts to these 
people when they are proven guilty. When I first came in 
the office, there was a very discouraging percentage of cases 
where no sentence at all was given, or a very short sentence. 
I remember one case, particularly, that aroused my interest 
was one in which the man was given a three-months sentence, 
suspended; $2,500 fine, remitted. I remember writing on the 
report in the case, “Why did we go to the expense of trying 
this fellow?” 

Now there has been some improvement. The press has 
taken notice of this situation in news articles and editorials 
and complained about it. I think there has been some response 
to the effort to change it. 

The thing that disturbs me is this: If we do not take in the 
courts a sufficiently strong attitude towards people who are 
proven guilty, then, of course, we negative everything that is 
done by us and the Department of Justice. But more import- 
ant than that, and much more serious than that, is: The tend- 
ency to give light sentences encourages evasions. 

oO Qo ° 


THE WEDDING-RECEPTION CASE 


... We have another one here. This one involves a wedding 
reception. This company makes shoe novelties and ornaments. 
The treasurer of this company was the majority stockholder 
of the corporation and formulated its policies. He decided to 
use his daughter’s prospective wedding as a means of enter- 
taining the corporation’s business customers; therefore the 
320 guests included 90 customers or prospective customers 
of the father of the bride. After the wedding, there was a 
dinner and reception for the guests in the main ballroom of 
a fashionable hotel. This $4,327.47 bill was paid by the cor- 
poration and deducted as travel and entertainment expense. 
An orchestra furnished music and a bill for $450 was also 
paid by the corporation and deducted as traveling and enter- 
tainment expense. Liquor bills totaling $1,468.50 were paid 
and deducted by the corporation as “shop expense.” 
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The Internal Revenue Service was sustained by the Tax 
Court in its disallowance of the deduction of these expendi- 
tures. In its opinion, the Court stated that in paying the wed- 
ding bills the corporation acted as the “father of the bride”; 
that, since the majority stockholder was the father of the 
bride, the expenses of the wedding were his personal expenses 
and were not deductible by the corporation. 

That was the situation when we went into the Tax Court. 
This gentleman felt so strongly about it that he felt he wanted 
to have a court review. The Court did review it and decided 
against him. That was a civil case, not a fraud case. 

Mr. Byrnes [Representative John W. Byrnes (Rep.), of 
Wisconsin]: You disallowed the deduction to the corporation 
in that case and the Court upheld it, but was anything further 
done about it? Did they charge that as income to the majority 
stockholder? 

Mr. Andrews: I do not remember whether these expenses 
were treated as a dividend to that stockholder or not, in this 
particular case, but in cases of this kind we ordinarily weigh 
the question of whether this disallowance would be income to 
the recipient. 

i o o 

. . . That takes care of the second step in this life cycle 
here: the wedding reception. 

Mr. Sadlak [Representative Antoni N. Sadlak (Rep.), of 
Connecticut]: I would like to ask a question and I do not ask 
it to be facetious, but as a result of that experience are you 
now, or are your agents, checking every large wedding to see 
whether expenditures have been made properly for the 
daughter being married, or the son being married? I hope 
you are not causing a deterrent to matrimony. 


THE EXPENSIVE-CAR CASE 


Mr. Andrews: We are checking a lot of things today that 
we did not check in the past. Perhaps I could give you an 
illustration of the increased alertness of the Service by telling 
you of a little thing that happened recently. 

There was a fellow riding around in a pretty expensive 
automobile and one of our people saw him several times, and 
someone remarked, on one occasion when they saw him, this 
fellow did not look like the kind of man who could own that 
kind of automobile, and that was agreed, and just as a matter 
of curiosity and good enforcement the license number was 
looked up and the man was identified. It was found that he 
was a member of a profession, although he did not look it; 
‘that he had a very great deal of money stashed away in bank 
accounts; that he had substantial property—real estate, well 
located and of high value, not only in the area in which he 
lived, but also in one of the famous resort areas—and in the 
last six years he had not reported as much income as he had 
in one of these bank accounts. 

So that gentleman, because he was making a little bit of a 
show of his position, got checked, and if he does not go to 
jail I am going to be very greatly surprised, because the high- 
est amount of tax he ever paid in any one year in the last six 
years has been $18. 

I just mention that to answer your question and tell you 
that the Revenue Service is becoming even more alert than 
it used to be, and I think it has always been a pretty alert 
organization; but we are aware of the fact you have to take 
notice of current events sometimes really to find situations 
where somebody is doing some chiseling, and we are trying 
to do that. 

Mr. Boggs: But you do not check every wedding recep- 
tion? 

Mr. Andrews: No, I would not want to say we check every 
wedding, but any large ¢xpenditures of money for things such 
as lavish living. We know today it is pretty hard for anybody, 





U. S. NEWS & WORLD REPORT, Aug. 20, 1954 





no matter what their income, to spend money freely except 
out of capital or by finding some way to get it out of their 
taxes. We are aware of the fact we have a 50-50 chance, in 
most cases of lavish expenses, of finding some little episode 
and, not overlooking any bets except to the extent we do not 
have man power enough to see everything that goes on, we 
try to keep abreast as much as we can. 

Mr. King [Representative Cecil R. King (Dem.), of Cal- 
ifornia]: The first question . . . deals with the type of taxpay- 
er who does not keep books either because he is not cap- 
able of keeping books, or because he is in a business which 
may be illegal—we will say a gambler. Now, if the counsel or 
representative of the taxpayer, in such a case, goes in to the 
Commissioner of the Bureau, or a collector, and repre- 
sents his client as having made so much in a given period and 
then pays or offers to pay the tax on that amount, what is the 
Bureau faced with? 

What do you do? He states he keeps no books; perhaps he 
is incapable of keeping books, but he does offer to pay what 
he considers to be the Government’s tax. Do you tell him 
that he is not conforming with the law in not keeping proper 
books on his transactions, and his representative, or he him- 
self, tells you he is not capable of keeping books and he says: 
“I did not keep them, but here is actually what I owe.” Just 
what is done with that taxpayer? 


ABOUT BOOKKEEPING— 


Mr. Andrews: Let us look at it, first of all, from the 
practical angle. It may well be that some changes could be 
made in the law as to people keeping books that would bring 
about some improvement in bookkeeping in those cases 
where they are not keeping them, but I say very frankly, I 
doubt that. As an accountant of nearly 40 yzars’ experience, I 
think I know pretty well when you can expect people to keep 
books and when they won't. Some people just simply do not 
think books are necessary; some do not keep them because, as 
one man said to me at one time, he did not keep books be- 
cause he was pretty sure he was broke and he did not want 
to know it. There are all kinds of reasons why people will not 
comply with the rules of the ordinary businessman so far as 
record keeping is concerned. I do not think a law of any kind 
could force anybody to keep books who did not want to keep 
them. 

To come now to the question you asked: What do we do 
in a case like that? Very frankly, there is no perfect solution; 
but where we find a situation with that kind of person, we do 
not just accept what they say without question. 

Their return undoubtedly would, in every jurisdiction of 
the Revenue Service, be drawn for examination. The very 
size of the income, perhaps, as reported would probably bring 
that about. In any event, our people would try to find by 
some collateral methods whether or not the income reported 
was all of the income that should h: ve been reported. 

We do not always have to have perfect records in order to 
ascertain what a person’s income is. There are other ways of 
finding out. They are not all perfect and no one of them 
standing alone is perfect, but combinations of them can be 
used sometimes to prove things are not just as they were 
represented. And I think, on the whole—while I admit it is 
very difficult, when people deal in cash and hide it away and 
do not keep any records, to determine what their income is— 
nevertheless, by and large, I feel we do pretty well with that 
type of case; because somewhere, somehow, some record is 
made that opens the door. 

o °o o 

This is in a little bit different category, another step in 
the cycle, and concerns two related corporations directed and 
controlled by one individual. The taxpayer’s mother acted as 
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an officer in one of them. The Revenue agent tried to be 
pretty thorough in the examination, as I have indicated, and 
the detailed examination of travel for promotion, commis- 
sion and brokerage expenses of these corporations was made. 
The agents also read newspapers—they are human, and 


taxpayers too. Reference to certain newspaper articles, 
along with the expense-accounts examination, revealed that 
amounts claimed as deductions included a trip to the Ken- 
tucky Derby, a portion of the expenses of the taxpayer’s 
honeymoon, expenses of extended trips to Florida by the 
taxpayer and his mother and other similar expenditures. The 
sum of $22,500 was disallowed to the corporations and add- 
ed to the incomes of the individuals, since a personal benefit 
had been derived from these expenses . . . 

Now, we have another short case, a short résumé here, 
where the corporation maintained a beach house for so-called 
business purposes, but the examining officer found that 
storm losses and other expenses attributable to the beach 
house were too high by $3,571.65 in 1950 and by $9,564.27 
in 1951. 

The agent also disallowed as corporate expenses wedding 
gifts of $500 to the daughter of the vice president and $500 
to the fiancée of the son of the vice president, since these 
gitts were, in fact, cash payments by the chairman of the 
board and could hardly be considered ordinary and neces- 
sary expenses of the corporation . . . 

Here is a taxpayer who has been engaged for nearly 40 
years in the real estate business. Sporadically he has entered 
the field of home and apartment construction and promoting 
laundry operations. He has amassed a fortune in excess of 
half a million dollars but paid only about $4,000 in income 
taxes in a total period of over 30 years—only $4,000. The 
degree to which he claimed, as business deductions on his 
income tax returns, items which were personal in nature and 
had no connection with his real estate business is astound- 
ing and is fortunately unparalleled. 

These alleged business deductions are too innumerable to 
list in detail here. But they include the cost of a 50-foot 
yacht and many thousands of dollars expended on his sum- 
mer estate. And probably one of the most bizarre of his “busi- 
ness” deductions was nearly $700 paid to an undertaker for 
the funeral expenses of his mother. 

The taxpayer was sentenced to serve one year and fined 
$25,000 for income tax evasion. His civil liability is under 
consideration at the present time by the appellate division 
of the Service . . . 

We have quite a few other types of cases, but these 
point up the kinds of problems that we have to deal with, and 
I hope the fact that we are alert to the various tricks of the 
trade, and that we are not letting too many Ssh get through 
the net, is illustrated by this fact. 

cs ° ° 

We will go along with some other cases which deal with 
other types of deductions charged to expenses which, in 
our opinion, were not proper charges for various reasons. 


THE “ENTERTAINERS” CASE 


This is a one-stockholder corporation engaged in the steel- 
brokerage business. 

An analysis of the expenses claimed for entertaining 
clients revealed that $47,946.45 was spent for “call girls” 
and “female entertainers,” $1,810.50 spent in roadhouses in 
the vicinity of the stockholder’s residence, $2,353.77 for 
a vacation trip of a purchasing agent, $10,340.59 for gifts of 
furs, automobiles and cash to undisclosed individuals, and 
$33,731.75 for hotel rooms and services, ostensibly for the 
entertainment of customers but actually for the pleasure of 
the stockholder, his family and his business associates. It was 
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further determined that the purchase of $11,000 worth of 
gift certificates claimed as a* business expense was actually 
for the stockholder’s personal use. Under miscellaneous en- 
tertainment expenses the taxpayer deducted $300 paid to a 
bookmaker and about $500 worth of parking and speeding 
fines incurred by the stockholder. 

Scattered throughout the various items of business ex- 
pense were amounts. totaling $17,000, which were deter- 
mined to be withdrawals of cash by the stockholder. This has 
been disallowed as a deduction and has been charged to the 
stockholder’s individual return as dividends received. 

Final adjustment to the taxpayer’s return resulted in an 
agreed tax deficiency of $124,712.84. 

Mr. Kean: $48,000 was spent for girls, you say? 

Mr. Andrews: Yes, sir, presumably for customers. 

Mr. Kean: For entertaining the customers? 

Mr. Andrews: Yes, sir. 

Mr. Byrnes: Did he actually do it tor the customers? 

Mr. Andrews: It may well have been. 

Mr. Byrnes: He did not run up that kind of bill on his own 
personal account, did he? 

Mr. Andrews: I would say, if he did he was probably in 
the wrong business. He undoubtedly had some expenses of 
that type, but this case, I think, is a pretty good illustration 
of what we are confronted with. You have a business deduc- 
tion, or an alleged business deduction, which may be related 
to the practices of that type of business. As I said in my 
opening statement, we do not undertake to set ourselves up 
as the regulators of the morals of people or of their business 
practices. That is quite beyond our realm. But we do insist 
that no one should be permitted to enjoy luxuries and pleas- 
ures at the expense of all the rest of the taxpayers of the 
United States, so naturally we apply the requirements and 
sanctions of the law when we run into a situation of that 
kind. 

Take any one of the types of expenses we have mentioned 
here. Our position is—and it is supported by rulings of 
the Tax Court, I understand—that a taxpayer might have 
a perfectly legitimate business deduction, but if he is unwill- 
ing to disclose enough information to us to substantiate it and 
to convince us he did not just put the money in his pocket as 
additional income for himself, our position is: He is not en- 
titled to a deduction of it as a business expense .. . 

The position of the Government has to be that, where there 
is unwillingness to disclose, we must disallow. I think that is 
a reasonable position. 


“LEGITIMATE EXPENSE” DEFINED 


Mr. Byrnes: What is your definition of a legitimate ex- 
pense? You say, and I think I agree with you, that it is not 
up to Internal Revenue Service to dictate the morals of 
the taxpayer; but, on the other hand, you do have this re- 
quirement that the expense be a legitimate business expense. 
Where do you draw the line as to what is legitimate and 
what is not? 

Mr. Andrews: First of all, let me say I do not think anybody 
can give you a categorical answer to that question, but I 
think generally you can draw the line on what is the prac- 
tice of the indusiry or trade in which that particular tax- 
payer is engaged, and we, having access to the tax returns of 
everybody in that business, should be able to tell what are 
the ordinary and necessary business practices of that industry 
or trade. 

Admittedly, I think we all have to recognize the fact that 
some of the expenses of the business may be paid out for 
illegal purposes or might constitute a crime, and yet I am not 
sure—in fact I do not understand—that under the law that 
is necessarily the determining factor of whether we can 
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or cannot allow them. As I understand it, the only time you 
can disallow an illegal expenditure is when it is found to 
be against public policy. That is a legal matter . 

Mr. Byrnes: Suppose when you audit a return you find the 
taxpayer has put down a certain amount for bribes, that in 
order to do business in this community he had to pay a bribe 
to a building inspector or others, and he calls that a busi- 
ness expense. I understand there have been such cases? 

Mr. Andrews: That is right. 

Mr. Byrnes: If he tells you to whom he paid it so that 
you could substantiate it, then you would allow it, is that 
right? 

Mr. Andrews: Mr. Sugarman suggests that that would be a 


matter contrary to public policy and not deductible. 
oO cod oO 


CLUB DUES DEDUCTIBLE? 


Mr. Kean: You said you looked to what was the practice 
in the trade. There are a lot of things like country-club 
memberships that may be a practice in the trade but have 
been abused, I believe, in a number of cases. You would not 
necessarily follow the practice in the trade before disallowing 
some of these, would you? 

Mr. Andrews: I think we would, in the absence of a rule 
that we would have previously adopted saying that coun- 
try-club dues per se will not be allowed. Personally, I happen 
to have a very strong feeling that it ought to be a very 
rare situation indeed in which country-club dues should 
be permitted to be deducted. I have been <«. member of 
country clubs for some 30 years, and the instances in 
which I have seen country clubs used for effective business- 
promotion purposes have been so rare that, in my opinion, 
it is a fallacy to state that country-club dues are a business 
expense; and if I had the power to do so, I would say 
no dues to country clubs would be deductible. But I do 
not have that power. ; 

° a a 

Mr. Byrnes: You recall, we had several cases, when the 
Committee was conducting its investigation, of taxpayers 
who showed large amounts of income but listed it under fees 
or commissions, which made it very difficult for any agent to 
audit, because there was no identity of the sources. Take 
the case of Mr. Grunewald, for instance, where large incomes 
were just listed as brokerage fees and commissions, as I 
understand. Does the Bureau accept returns now that fall in 
that category, where they simply list their income in a lump 
sum in an ambiguous manner? 

° oa * 

Mr. Andrews: . . . If you mean by that question to inquire 
whether we just accept a return like that without knowing 
anything about it, the answer is no. 

When we get that type of return today, it is almost auto- 
matic that it becomes the subject of a searching investiga- 
tion. 

oO 2 o 

. . . Now we have another series of cases here that have 
to do with yachts and airplanes. I would like to say, before 
I mention the facts of any of these cases, that I do not think 
yachts and airplanes are per se—in fact we know that 
per se they are not—to be outlawed as deductions for in- 
come purposes. There are perfectly legitimate circumstances 
under which either may be used for business purposes, 
particularly airplanes, and we are concerned, therefore, more 
with whether or not the use is for something other than 
business purposes. Consequently, in a case of that type of 
thing we run into quite a few difficult situations. 

I might say we undertake to deal with matters of this 
kind on an intelligent basis. There are, as you know, registra- 
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tions of all airplanes and yachts right here in the city of 
Washington; wherefore, it is not difficult for us to find out 
who owns the yachts and who owns the airplanes and no- 
tify our district directors at the places of residence of those 
who are recorded as owning them that when they get around 
to the examination of the returns of those persons, the fact 
they are registered as owning a yacht or airplane is to be 
taken into account, and there is to be inquiry made as to 
who pays the cost of running it, and whether or not it is 
claimed as a deduction. 

In this particular case, the first case in that category, the 
taxpayer is well-known in the motion-picture industry. On 
his return he claimed as a business expense a deduction for 
one half of the cost of maintaining a yacht and paying the 
salaries of the captain and crew thereof. The taxpayer con- 
tended that the yacht was often used for research work 
and for conferences with actors, writers, designers and re- 
lated artists for the purpose of achieving complete privacy. 
On the other hand, our investigation disclosed that the yacht 
was more often used for the entertainment of people who had 
no valid business reasons for being aboard except purely so- 
cial. 

The problem we have to deal with in this type of case is 
not whether the entertainment expense incurred is allowable 
as a business deduction, but the proper allocation of the 
total expense between business and nonbusiness purposes. 

After a thorough consideration of all the evidence, it was 
determined and agreed that $13,908 of the total deduc- 
tion claimed of $17,408 should be allowed. This, with other 
minor adjustments to the tax reported, resulted in a tax de- 
ficiency of $12,500... 


A a 2 


THE STAGE-SHOW CASE 


. . . Now, here is the case of a taxpayer, a wealthy indus- 
trialist, who has stated that his educational background con- 
sists of hard work in his chosen field. He and his fourth wife 
regularly make an annual trip to New York City to take in 
the latest stage shows. However, on his income tax returns 
for three years he deducted as business expense the amounts 
expended for these pleasure trips. 

I might add that several other of his alleged business de- 
ductions consist of payment for a South American luxury 
cruise and another substantial amount paid in settlement to a 
former wife and deducted as “California overhead expense.” 
I do not know what “California overhead expense” is. Maybe 
Mr. King could enlighten us on that. Aproximately 80 items 
of travel and entertainment expense for the three years in- 
volved have no business connection. 

Based on fictitious business expenses, unreported divi- 
dends and fictitious contributions, he was convicted of in- 
come tax evasion and fined $30,000. His civil liability is pres- 
ently under consideration by the appellate division of the 
Service. 

You might take notice of the fact that the gentleman was 
not sentenced to jail. 

Mr. Kean: He was convicted, but not sent to jail? 

Mr. Andrews: He was just fined. He was fined $30,- 
000. Of course, I need hardly mention the fact that fining a 
man like that $30,000 does not do anything in the world to 
him; that does not worry him at all. Paying a fine is an easy 
way out. But if you will put him in jail for a few years, it 
would make him think a little bit and probably deter some 
other people who are inclined to do the same thing. . . 

The proportion of people . . . who undertake to get away 
with something in their tax returns is really very, very small 
in relation to all of the rest. Therefore I think it ought to be 
made perfectly clear that I am not trying here to indicate 
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there is a widespread evasion, because there is not; thank 
goodness there is not. If we did not have a very high degree 
of honesty on the part of American taxpayers, I do not know 
where we would be. But there is enough of evasion here to 
indicate that we can never relax our vigilance. I think we must 
always be alert to the fact that in any group of people there 
are going to be some who will not live up to the proper code, 
and we are the ones in this particular situation who have to 
do something about it. 

Now we get over into another group of cases which is a 
little different, and this one is the case of an enterprising 
businessman operating a funeral home who had developed 
a very unusual method of securing clients and getting new 
ideas for his business. He deducted his personal grocery bill 
as a business expense on the theory that when his wife was 
in a grocery store she might contact a prospective customer. 
We are not sure what the groceryman thought of this method 
of getting clients in his store . . . 

> co oO 

We do not often find tax practitioners involved in this 
sort of business. As a matter of fact, it can be said about peo- 
ple who are registered to practice before the Treasury De- 
partment generally that they are a pretty high-grade lot of 
people; that the number of cases of wrongdoing on their part 
is remarkably small. These cases usually come about through 
people who either concoct it themselves, or get somebody 
else to do it for them who is working for them, not pro- 
fessional practitioners. 

oS o — 

. . . This one relates to an investigation of a building con- 
tractor who was principal stockholder, and president of a 
construction corporation, having gross income of approximate- 
ly a million dollars a year. 

A joint investigation covering the years 1947 to 1950, 
inclusive, disclosed that the president of the corporation had 
built a very elaborate personal residence, costing nearly 
$200,000. The entire cost of which had been charged to the 
corporation as cost of doing business. It was found that over 
a three-year period, as the work progressed on his home, 
he instructed his bookkeeper to charge various construc- 
tion costs of his home to uncompleted construction projects 
under way by the corporation. Consequently, through the 
padding of the corporate expenses with the cost of his per- 
sonal residence, the president caused an understatement of 
corporate net income. 

Our investigation has resulted in the setting up of substan- 
tial deficiences against both the corporation and the presi- 
dent. 

A recommendation was made for the prosecution of the 
president, for willingly filing false and fraudulent individual 
income tax returns for 1947 to 1949, and for filing false 
and fraudulent corporation returns for 1948 to 1950, inclu- 
sive. An information was filed, in early 1954, for the year 


1947, to prevent the running of the statute of limitations. 
oO ° . 


THE NEW-HOUSE CASE 


... There have been other cases of that kind. 

I remember one case of a large project that was being 
bui!t by the taxpayer and, rather strangely, only a few blocks 
away there began to rise a very beautiful home, the material 
in which, and the architecture of which, was identical to the 
project being built just down the street. It was later brought 
out that the home was charged to the cost of that project, and 
that led to other things, and that taxpayer paid, as I recall 
it, some $385,000 or $400,000, that is, in taxes, penalties, 
and interest ... 
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Now, Mr. Chairman, we have been talking about the sins 
of corporations—I suppose you would say the sins of big 
people. However, we are not in business just to police the big 
ones. We are also supposed to see that the smaller taxpayers 
have a proper respect for their obligations. There are a great 
many more of those and, of course, we have a great deal to do 
in checking their returns. 

Here are a few cases that indicate some of the things that 
we have run across there. 

Taxpayer is a 36-year old Phoenix truck driver, or was a 
truck driver, who filed a W-4 [Employe’s Withholding Ex- 
emption Certificate] with his employers for each of the 
years 1953 and 1954, listing three exemptions for withhold- 
ing purposes. On his income tax return filed for the year 
1953, he claimed Daisy M. as a dependent daughter. Inves- 
tigation disclosed that the taxpayer, though married, had no 
children or other allowable dependents. When confronted 
with these findings, the taxpayer admitted that he had 
claimed his dog, Daisy Mae, as a dependent so he would 
have more take-home pay. On April 26 of this year this 


gentleman was sentenced to 60 days in jail. 
° ° oO 


THE “SMALL” TAXPAYER 


. .. I might say we would not recommend prosecution in 
the case of these small taxpayers except for situations that 
seem to us to be just downright deliberate and wrong—a 
deliberate attempt to evade taxes—recognizing, as we do, 
that it is only natural for the smaller taxpayers sometimes 
to be confused as to what constitutes the deduction of a de- 
pendent or what does not. On that score, therefore, we try 
to take a liberal attitude and we bend over backwards in 
favor of the taxpayer, but I do not think we can close our 
eyes to deliberate attempts to evade taxes by the claiming of 
dependents that the taxpayer well knows are not properly 
deductible. 

° ° ¢ 

Now, here is a fellow who claimed a fictitious wife and 
two fictitious children on his tax returns filed for the years 
1948 and 1949. On Dec. 4, 1952, he was placed on three 
years’ probation. Now, you notice quite a difference there 
between the treatment of him and some of these others | 
have mentioned. The others were later cases, and maybe 
the courts have decided since 1952 that they ought to be- 
come a little bit more stern about it. . . 

On the 1952 return filed by another taxpayer, he claimed 
his mother as a dependent, and also claimed her as his wife. 
That is a new wrinkle. The case is currently under investi- 
gation and to date the taxpayer has failed to respond to re- 
quests for information by the examining officer. In other 
words, he claimed his mother as a dependent and also claimed 
her as his wife. . . 

The problem with us is that we get about 55 million per- 
sonal tax returns a year, individual tax returns, and covering 
that number of returns is a very difficult job. 

We have this year, for instance, adopted a different ap- 
proach to the matter of refunds, which catches this illegal- 
dependency thing to a certain extent, and we have found 
that by the use of prerefund audit we are able to save a 
very large amount of money in refunds. It runs anywhere from 
$800 to $1,200 a day per person engaged in that activity. 

That, Mr. Chairman, winds up the sample cases that we 
have brought over with us. There are a great many others 
that we could present. They would all tell somewhat the 
same story. 

I believe that these pretty well run the gamut of the 
kinds of things that people do in order to evade their taxes 
or to get out of them in one way or another. 
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24th and N Streets, N.W. 
Washington, D. C. 


Wheels are turning now to loosen things up in areas where credit for 
buying homes is tight. This is how you can be affected: 


MORTGAGE PROGRAM. The housing law just passed by Congress authorizes a 
program to encourage the flow of mortgage money into areas where loans may be 
hard to get. That happens chiefly in smaller communities and in sections of the 
country away from big financial centers. Now machinery to get the program going 
is being set up. Already a national committee of housing experts and financial- 
institution officials has been named to oversee the program and the country has 
been divided into 20 regions. Each region is to have a committee with similar 
make-up to carry out the law's objectives. 





GETTING CREDIT. Under the new law, if you want to buy a home and 
local lenders have turned you down because of a scarcity of funds, you can 
ask the regional committee for aid. It will help you get a loan by 
encouraging financial institutions in other areas to channel in funds to 
relieve the local shortage. Also, it will help local lenders find a market 
for selling mortgages they hold, thus freeing their money for new lending. 





ELIGIBLE APPLICANTS. Don't get the idea, though, that the new program 
will help people who are poor credit risks to get loans. Also, it will apply 
only on loans eligible for insurance under Veterans' Administration and Federal 
Housing Administration financing. But it might help you if, for example, local 
lenders are willing to grant a loan at 6 per cent interest when you are willing 
to pay only 4.5. That's because this higher interest demand may indicate a 
tight money market in your area--a situation the program is aimed at correcting. 





COLOR TV. Prices of color-television sets are skidding. First ones, with 
small, 15-inch picture tubes, sold earlier this year in the $1,000-$1,200 
price range. Now one manufacturer is bringing out a 19-inch receiver at $895. 
Another has just repriced its 15-inch $1,000 model at $495 and announced that 
people who bought at the old figure can get a $505 rebate. 

Industry leaders say there will be a bigger Supply of color sets on the 
market this autumn and winter, with larger screens and at relatively lower-- 
yet still expensive--prices. Color TV will not make much headway, though, they 
add, until well into 1955. Meantime, any black-and-white set you buy will be 
able to receive color TV programs in ordinary monochrome. 

(over) 
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NEWS YOU CAN USE-- (Continued) 


ARMY TRAINING. If your youngster is debating whether to go from high school 
into college and take his chances there with the draft, or to get his military 
service over with first by volunteering, note this: 

The Army now is offering a written commitment that a boy who volunteers 
will get the kind of Army training he wants. He can take an aptitude test in 
his chosen field before he enlists and, if he passes, get a letter of acceptance. 
It will tell him what Army school is holding a place for him and when to enlist 
to get his basic training over with in time to attend. 





SPECIALIST SCHOOLS. The Army offers schooling in some 80 specialties. 
After getting through the school of his choice, the volunteer is guaranteed 
initial Army assignment in his specialty. Thus, if he wants to become, 
say, a physician or lawyer, he can get training as a medical corpsman or in 
the Judge Advocate General's department. And, when his service is over, he 
can use his rights under the GI Bill to help finance his college education. 

Note, though, he serves three years if he volunteers, two if drafted. 





UNORDERED MERCHANDISE. What is the extent of your responsibility if 
merchandise you did not order is sent to you through the mail? That situation 
often comes about when you receive such things as water-color paintings, 
fountain pens or key tags--along with a plea for funds. 

Postal laws provide that in such a case the sender assumes all risk. You 
can use the merchandise, throw it away--do anything you want. You need not 
send any payment, notify the sender, or hold the merchandise any specified time. 





SURPLUS SALES. People reading that 170 million dollars' worth of surplus 
military goods is slated for auction soon wonder how to get in on the deal. 
Usually businessmen and surplus dealers monopolize these sales, but the ordinary 
householder also is eligible to pick up items. fo find out what's being sold, 
and where, ask the surplus-disposal officer at the nearest military post. 





SAFE DRIVING. On a straight stretch of road, a blowout in a rear tire 
is more dangerous than one in a front tire. That fact comes from a 
booklet offering a test of your knowledge of safe driving practices. It's 
called "Your Auto I.Q." and can be obtained, free, from the Association 
of Casualty and Surety Companies, 60 John Street, New York 38, N. Y. 





DUCK HUNTING. You can expect little change in season length and bag limits 
for hunting duck and geese this year, the U.S. Fish and Wildlife Service 
announces. Adverse reports from some breeding grounds indicate waterfowl will 
not be quite as plentiful as in '53, but still in numbers larger than the five- 
year average. Thus dates and bags are, as a rule, to be the same as last year. 





LIME FOR LAWNS. Spreading lime on your lawn each autumn isn't necessarily 
a good idea, Department of Agriculture grass experts say. It's best to determine 
how often and how much to apply by making a soil test. You can have that done, free 
or at a small charge, through your State agricultural college or county agent. 

Other pointers: Bluegrass likes a limestone soil; there's less chance of 
your going wrong through overliming. Be careful to keep lime away from beds 
where you have plants or shrubs ‘that like an acid soil. 
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60 cents buys how much of his time ? 


Let’s assume your current piping maintenance labor rate, including 
burden, is $3.85. Less than 10 minutes is all you would get for 60 
cents. Time to write a valve repair ticket and gather up tools—no more! 





















40—60—80 cents—it’s a small difference in the price of valves that 
often makes the big difference in quality —and your ultimate cost! 
The thrifty buyer takes no chances with “‘bargain’’ valves and high 
maintenance. He knows a single valve failure can cost many times 
more than the dubious saving on the purchase of many valves. 


It’s safer ... more economical .. . more sensible to stay with Crane 
quality. There’s no better assurance of low-cost dependability on the 
job. That’s why more Crane valves are in use than any other make. 


Crane Co., General Offices: 836 S. Michigan Ave., Chicago 5, Ill. 
Branches and Wholesalers Serving All Industrial Areas. 
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with MARTIN DIES 


Chairman, House Un-American Activities Committee 1938-45 


“THEY TRIED TO GET ME, TOO” 





» 


EDITOR’S NOTE: Is Senator McCarthy the first in- 
vestigator of Communism to face attack? What have 
been the experiences of the chairmen of other con- 
gressional committees investigating Communism? 

For answers to such questions, “U.S. News & 
World Report” invited to its conference room one of 
the early congressional investigators of Communism, 
Representative Martin Dies, Texas Democrat. 

In the interview that follows, Mr. Dies tells some of 
the difficulties he encountered, describes his conflicts 
with the Roosevelt Administration, discusses investi- 
gative methods. 








MARTIN DIEs proposed the creation of the House 
Committee on Un-American Activities in 1938 and 
served as its chairman until 1945, 

His campaign against Communist subversives 
stirred violent controversy. 

Mr. Dies left Congress in 1945 for reasons of 
health. He returned in 1953 as Democratic Congress- 
man-at-large from Texas. But he is not now a mem- 
ber of the Committee that he once headed. 

Now 53, Mr. Dies was first elected to Congress at 
29, following in the footsteps of his father. In private 
life, he is a lawyer. 








Q How long were you chairman of the House Un-American 
Activities Committee? 

A From 1938 to 1945, a period of seven years. 

Q When did you leave Congress? 

A In ’45—Jan. 3, 1945. 

Q Were you defeated in the race? 

A No. I withdrew because of my health. They told me 
that I had a cancer of the larynx, and, believing it, 1 an- 
nounced that I wouldn’t be a candidate. It later developed 
that I didn’t have it, but I was in pretty bad shape for 
several years. 

Q Did you have pretty intense opposition? 

A I had the usual opposition. The CIO had raised $35,000 
to $40,000, and the conservatives didn’t come to my rescue. 
They just took everything for granted. It was a combination 
of circumstances. I had no money to fight back with, and I 
knew that President Roosevelt and his lieutenants and the 
labor unions were concentrating on me. 

Q Why were they concentrating on you? Were you par- 
ticularly active against unions? 

A No. But, you see, I investigated the CIO and exposed 
the fact that a number of CIO unions were Communist- 
dominated, and they were bitterly assailing me in the press. 
John L. Lewis was very bitter about it. He called the White 
House in 1938, and Roosevelt called me to the White House 
and told me that Mr. Lewis had just called him. 

Q This is while Lewis was still head of the CIO— 

A Yes. 

Q What did Roosevelt say? 

A Let me give you the story briefly in the order in which 
it happened. In 1937, Representative John McCormack was 
chairman of this Committee, for a period of 12 months. 
Representative Dickstein ran the subcommittee and concen- 
trated on so-called Naziism. Much of it was antiracial. The 
results were that there was disorder and semiriots when he 
would hold the hearings, and it became a matter of some 
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concern to the Democratic leadership. So, they came to me 
and asked me to take the Committee. 

There was placed in the Congressional Record, which is still 
there, the endorsement of about 75 or 100 organizations 
demanding that the Committee be continued. Those endorse- 
ments came from left-wing groups largely. Of the 75, prob- 
ably 60 per cent were organizations which we found to be 
Communist-controlled. Their idea of upholding this Com- 
mittee was, of course, to use it solely to go after the Nazi- 
Fascist groups. 

Now, when I introduced a resolution at the request of 
the Democratic leadership, I announced that it was may in- 
tention to devote sufficient time to Communism. When | 
announced that, they switched their support immediately and 
began to fight the Committee almost from the beginning. | 
then received a letter from the Speaker of the House— 

Q What year is this? 

A 1938—Mr. Bankhead, by special messenger, marked con- 
fidentialthe original I still have—sent me a letter in which 
he transmitted to me instructions as to the kind of investiga- 
tion which was expected—a letter of suggestions. They said 
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that to investigate any organization simply because it had 


Communists in it, like the CIO, would be a very grave 
mistake. 
Q Where did these instructions come from? 


A From the Speaker of the House of Representatives, and . 


it originated in the White House. 

Q Did Speaker Bankhead say they originated in the White 
House? 

A No, but I later found out that they did. But, at any rate, 


I then told them frankly that I intended to investigate Com- | 


munists, regardless. Well, the first thing I did was to go see 
John L. Lewis. I called on him and Lee Pressman [CIO 
counsel] was present. I told him that the evidence which we 


had collected showed very plainly that the CIO was infiltrated | 


with Communists, and that some of the unions were under 
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Persecutions and Attempts to Discredit Congressman... 





Attacks on “Methods” ...6-Month Scrutiny of Tax Returns 


complete domination. I asked Mr. Lewis to co-operate with us 
to the end that we could get them out and clean up the 
organization. Mr. Lewis became very angry and told me that 
the Communists had the same right to be in a union as any- 
one else. He said, “We make no distinctions. We have Repub- 
licans, we have Democrats, we have Catholics, we have 
Protestants.” 

So, one word led to another and he said, “The CIO don’t 
need you or any other Congressman to tell us how to run our 
organization.” He was in quite a huff, and I left. 

Well, I opened hearings on the CIO in August, the 8th or 
10th, and I got a telephone call from the White House to 
come. I went to the White House and Senator Sheppard was 
there. He had been talking to the President before I went in. 

Q This was the late Senator Sheppard of Texas? 

A Yes. The President turned to Senator Sheppard and said, 
“Senator, what are we going to do about Martin?” The Senator 
said, “What do you mean?” “Well,” the President said, “You 
know, all this business about investigating Communists is a 
serious mistake. Mr. Lewis is very much disturbed. I just got 
a telephone call from Mr. Lewis and he is very, very much 
disturbed. If Martin insists on investigating the Communists 
in the CIO, it will antagonize the CIO which will in turn hurt 
the Democratic Party because we must rely on the CIO in 
some of the doubtful areas.” 

Then one thing led to another. I reported that conversation 
in 1939 in a series of articles in Liberty magazine, called 
“More Snakes Thaw I Can Kill.” Roosevelt was confronted 
with my interpretation of the interview and did not deny it. 

So, it was told during his lifetime. He stated, in effect, to 
me that he didn’t want Communism investigated. He wanted 
me to confine my efforts to Naziism. That’s what everybody 
else wanted when I got the Committee. They wouldn’t believe 
that un-American activities encompassed Communism. They 
didn’t see that Communism was any threat to the United 
States. 

Q Didn't you subsequently bring out a report which stated 
that a majority of these unions were Communist-dominated? 

A Yes. I brought out eight or nine reports. 

Q Wasn't there something, too, about the executive board 
of the CIO? 

A That nearly one half of the executive board had Com- 
munist records, and that 12 of the international unions were 
completely Communist-controlled and that nine others had 
Communists in their membership. 

Q Was it generally suspected at that time that Lee Press- 
man, chief counsel of the CIO, was a member of the Com- 
munist Party? 

A No, I didn’t know it. He denied, you know, vigorously 
that he was a member of the Communist Party. At the time 
of my interview with Lewis, I didn’t know that Pressman was 
a member of the party. 

Q He didn’t admit it until 1950, did he? 

A That’s right, it was many years after my experience 
with him that he admitted under oath before a congressional 
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REPRESENTATIVE MARTIN DIES 


committee that he was. But, at any rate, Roosevelt laid the 
gauge of battle down then. He told me very frankly what 
the situation was. 

Well, I went on back and exposed the Communists in 
the hearing on the CIO, and from then on we just battled 
almost every day. The President issued a public state- 
ment which appeared on the front pages of the newspa- 
pers. I answered him. I got the Mutual Broadcasting to 
give me 30 minutes, and the White House demanded that 
Mutual give the late Paul Anderson, a newspaperman on 
the other side of the controversy, the same time to answer 
me. They demanded that I surrender my manuscript, and 
I refused. 

The evening I went to the broadcasting station, it wasn’t 
certain whether we would go on the air or not, but I refused 
to surrender my manuscript. 

It’s a long story, but, in other words, we fought all the 
way through. Now, in 1941 I submitted to the Executive a list 
of about 2,000 Communists on the federal pay roll, including 
Alger Hiss, Harry‘Dexter White, Harold Glasser, and others, 
and asked that they be discharged. They refused to expel 
them. Then I got the House to appropriate $100,000 for the 
purpose of financing an investigation by the Department of 
Justice. 

I said to the House and to the Administration, “Since you 
won't take my evidence, I'm going to make the Depart- 
ment of Justice investigate this list and this evidence.” I got 
$100,000 for the work—not with the approval of the Admin- 
istration, for they were not in favor of it—and we overruled 
them. The Department of Justice then took the information 
(Continued on next page) 
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- «+ “I told Roosevelt Communists were stealing everything” 


that I had and the evidence and yet flatly refused to do 
anything about it. 

Q Is this recorded in some letter? 

A This is all in the reports, yes, filed in the House of 
Representatives. 

Q Who was the Attorney General then? 

A Francis Biddle was the Attorney General from Septem- 
ber, 1941, on. 

Here’s the basis on which they reported back to the 
House. They said to the House that the Department of Justice 
had submitted the list to the heads of the departments with 
the request that the departments indicate which ones they 
wanted investigated. There were only several departments 
that asked for any investigation at all, and therefore no in- 
vestigation was made in the majority of cases. 

That list of 2,000, then, stayed there for a little more than 
a decade before they finally were discharged. In 1941, I wired 
Roosevelt, just before the outbreak of the war in December, 
and urged him to reconsider. I told him that this thing was 
far more serious than he thought it was, that they were in the 
Government and they were there to steal our diplomatic and 
military secrets, that if it would please him I'd step down, quit 
the chairmanship if it had become a personal matter between 
him and me, but that the big thing was to do something 
about it, to understand that the Russians were out for world 
conquest, that that was their primary objective. 

Roosevelt called me up, in Orange, Texas, and said, “I just 
got your telegram and appreciate it. I want to review this 
with you,” he said. “Can you come to Washington?” 

“Yes, I can come,” I said. 

“Can you leave tonight?” 

So, my wife and kids left that night and we got to Wash- 
ington Wednesday morning. The interview was set for 12 
o'clock. I went to the White House at 12 o'clock and sat 
there one hour. He let me cool my heels. Finally the door 
opened and a man walked out who was notoriously in the 
Communist movement and had admitted that he was the 
man who put up the money for a fellow named Mayne, 
who had forged letters purporting to link me with William 
Dudley Pelley. 

It was a very crude forgery, but we found the photographer 
here in Washington where they had gotten some of William 
Dudley Pelley’s letters, pasted them together, forged some- 
thing in which I was purported to say to Pelley, “I'll see that 
you get protection.” 


USE OF “FORGED LETTER’— 


Q Pelley was regarded as a leading Fascist sympathizer at 
that time? 

A Yes. So, the outcome of the whole thing was that the 
forgery was exposed. 

Q How was the forged letter about Pelley used? 

A Then they got the New Dealers together, some 25 of 
the top-ranking New Dealers, and said, “Here’s what we've 
got on Martin Dies—here’s the letter.” Of course, that tickled 
them to death and they agreed to use the letter. 

So, in my absence, they put it in the Congressional Record, 
released it to the press, and the press carried it all over the 
United States—“Dies Linked With Pelley.” 

We traced it down with our investigators, and within two 
or three days we got Mayne, the man here in town that they 
had hired, and he confessed before the Rules Committee. 








I asked the Rules Committee to conduct an impartial in- 
vestigation, which they did. They brought Mayne before them 
and they brought William Dudley Pelley, and he denied ever 
having received any such letter from me. Mayne confessed, 
He said he got the money from a man who was then an official 
in one of the departments, I think Agriculture. Afterwards, 
Roosevelt promoted him. 

Q What happened when you did see Roosevelt? 

A When I went into Roosevelt’s office, he had a reporter 
there to take down the whole conversation. I said, “Isn’t this 
rather unusual?” He said, “Well, I think it’s best for every- 
one.” I said, “That’s fine—if I can get a copy of it.” “You can 
get a copy of it,” the President said. 

We spent then over an hour and I told him exactly what 
was going on inside his Government. I told him the Com- 
munists were using those 2,000 persons inside this Govern- 
ment and that they were stealing everything in the world that 
they wanted and had access to. 

We talked the whole thing over, and he told me, I 
remember distinctly, “You must see a Red under your bed 
every night.” 

Well, I told him: “I don’t see a Red under my bed every 
night, but this is something that ought to be cleaned up.” 

At any rate, it was a rather long interview, and the reporter 
took it all down. I warned him again that the thing we had 
to come to understand was that the real objective of Russia 
is world conquest, and they'll use Fascists, Nazis, anything 
or anyone in their objective of world conquest. 


A “SECRET” INTERVIEW?— 


Q Did you get a copy of that interview? 

A Well, I left the White House, and as I walked out I 
said to Marvin McIntyre, one of his secretaries: “Marvin, the 
President promised me a copy of this. I want to keep it for 
my files. It may never be of any value, but I would like to 
have it.” “Sure,” he said, “I'll see that you get it.” 

I waited a week, and I didn’t get it. So, I called Marvin 
and told him I hadn’t gotten a copy of the interview that the 
President promised me. He said he’d see about jit, and I 
waited another week. I called him again, and he said, “I 
don’t know what’s held it up, but I'll look into it.” 

Well, I waited another week or so and it didn’t come, so 
I sat down and wrote a letter to the President and reminded 
him of his solemn promise to furnish me with a copy. I got 
a letter back from the secretary saying that they had recon- 
sidered the matter and it was against public policy to release 
the interview. I never got it. 

Q Did you find in those days that the prevailing view was 
that the Communists were just another political organization 
—not connected with the Soviet Government? 

A Well, that was partly true. But the evidence was very, 
very clear. In 1938, in our first report we unanimously—and 
that was five Democrats and two Republicans—found that 
the real purpose of the Kremlin was world conquest, and that 
all of this camouflage, all of these tactics, were all solely for 
the purpose in the end of conquering the world. 

So that certainly there was no excuse after 1938—which 
was when the first report we filed and which was supported 
by ample evidence—for anyone in the Government to believe 
that the Communist Party was just another political party. 

Here was what happened, and ‘the people haven't yet 
understood it. The Communists had quite a number of “front” 
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organizations, like the American League for Peace and 
Democracy, which claimed 7 or 8 million members. The Com- 
munists had that for an apparatus. It was a fine vehicle be- 
cause it published magazines and newspapers. 

At one time we had 600 publications displayed in the 
caucus room to show members of Congress how much propa- 
ganda these Communist organizations were putting out. The 
Communists had their “fronts.” They had the CIO to the 
extent that they could influence it—not completely dominate 
it but they had a tremendous voice in the decisions of the 
CIO. They controlled the American Labor Party at that time. 

Now, the Democrats, as Roosevelt told me, were in this situ- 
ation—he felt that at that period they had to have the support 
of the so-called, what they called them then, “liberal groups,” 
and it was that influence which they exercised that caused the 
New Deal bunch to be soft. It was purely politics. In other 
words, if the American Labor Party switched from Democratic 
to Republican, it meant New York would go Republican—it 
was that narrow a margin. And in many districts, it was 
either get the CIO support or you didn’t elect a Democrat. 

Roosevelt told me all that quite frankly. He never made 
any bones about it. So, you had that political influence which 
they wielded, together with the fact that the President was 
really fascinated with Russia. Everybody who knew the inside 
story knew perfectly well that whenever you mentioned the 
name “Russia,” Roosevelt would come to life and wanted to 
talk about it. He told me, “Now, I’m not a Communist and I 
don’t believe in Communism, but,” he said, “the present 
Government in Russia is infinitely better than the old Czarist 
Government.” 

I remember his words almost as if they’ were yesterday in 
his defense of the Communists. And another thing that he 
told me: “Several of the best friends I’ve got are Communists. 
You're all wrong about this thing,” he said. “I’m not defending 
the Communists as such, but I’m telling you it represents a 
tremendous advance over what existed in Russia.” That was 
his thinking. 


THE CASE OF JOE LASH— 


Of course, Mrs. Roosevelt was more so than the President. 
In the case of Joe Lash, who was her protégé, when we inves- 
tigated the American Youth Congress she had Joe Lash and 
the rest of the officers of the Youth Congress stay at the White 
House as her guests during the entire investigation, and she 
drove them to the Committee hearings in the White House 
car. They'd show up in the morning. Mrs. Roosevelt would 
come sit right by them, knitting. Then when noontime came, 
they all got in the White House car and went back to the 
White House. 

Finally, the evidence was so conclusive that Mrs. Roosevelt 
became very disturbed and sent for me to come to the, White 
House, which I did, to have lunch with her. I walked in. 
She hadn’t arrived, and I found myself in the presence of 
the queerest looking people you've ever seen. It would be 
hard for me to describe them. I sat there. I didn’t introduce 
myself and they didn’t introduce themselves. 

Finally, she walked in and we went into the dining room. 
Well, I knew that Joe Lash was the subject of the thing, 
although she hadn’t told me, and so I had brought the file, 
a partial file. 

She said, “Well, I guess you know why I’ve asked you to 
lunch here.” 


“Well,” I said, “I presume it’s about Joe Lash. I guess, of 
course, that you know Joe Lash perjured himself before our 
Committee.” 

“Yes, I know.” She said, “He told me tLat he misrepresented 
things and he is very sorry.” 

“Well, did he tell you he was a Communist,” I asked, “when 
he told us under oath that he wasn’t?” 

“Yes,” she said, “he’s confessed to me that in his youth he 
had joined the Communist Party.” 

“He’s 32 years of age, Mrs. Roosevelt,” I said. “He couldn’t 
be so very youthful.” Finally I said, “Now, what is it you 
want me to do?” 

“We've got a chance,” she said, “to get him in Naval In- 
telligence, if he can get a clear bill from your Committee.” 

I am telling you actually what happened. It’s almost un- 
believable nowadays, but it happened. “Well,” I said. “I'll 
call the Committee this afternoon, Mrs. Roosevelt. Do you 
mind, Mr. Lash, coming before the Committee again?” 

Of course, I was baiting her. I wanted to put it in the 
record, because | knew perfectly well that they would deny 
what went on with me as the only witness. She fell for it 
and said, “Yes, that would be fine. May I send counsel with 
him?” I said, “Sure.” 

So, then Joe Lash came before the Committee and I got 
him to confess that he had perjured himself, that he had been 
a Communist, and that he was an applicant for the Naval 
Intelligence and would get in the Naval Intelligence. 

Then I asked him why he was not drafted, and he couldn’t 
give an explanation. I then called the draft board in New 
York to find out, in the presence of the Committee, and the 
draft board said that because of White House interference 
they did not draft Joe Lash. So, that was the sort of thing 
that Roosevelt was surrounded with. Until you understand 
that, you simply don’t understand what went on during that 
critical period. 


LINES TO THE KREMLIN— 


Q Were you able at that time to connect up the activities 
of Communists with the Soviet Government in any way? 

A Completely! It was just overwhelming. Not just one 
volume of it but volumes of evidence. First, you had the 
confessions of the former Communists—we had some former 
Communists then just as they do now—who told of the con- 
nections. Then we had documentary proof that we had seized. 

Q How did you get it? 

A You see, the first thing we did was to issue subpoenas 
duces tecum and seize the records of the “front” organizations 
in the country. We made a fairly clean sweep of this thing. 
At that time they were operating quite openly. Many of the 
documents which we obtained contained irrefutable proof of 
Soviet domination of the party here, the connection between 
them, the orders issued by the Kremlin and directed to agents 
in the United States. So, there was no doubt whatsoever 
about the thing. 

Q But, in addition to evidence of the Soviet Government’s 
connection with *he Communist Party here, was there any- 
thing that indicated that these people who were becoming 
members of the Communist Party were aware of the Soviet 
Government’s interest in this country? 

A Oh, absolutely! There may have been some exceptions. 
There always are exceptions. But it was made so plain to 

(Continued on next page) 
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them through the party line. In other words, here were the 
party and the leaders zigzagging every time the Communist 
International did. 

Here was their role just as plain as could be. For instance, 
before Hitler invaded Russia, during the years of the pact, 
the line of the Communist Party then was to denounce British 
imperialism and American interference. When the invasion 
took place, the party, after a silence of about 24 hours waiting 
for the line to be communicated to it, then began to flip-flop 
completely over and demand that we immediately intervene. 

Now, all of these people in the Communist movement 
could not have overlooked throughout this period the slavish 
adherence of the party and of all its subsidiary and auxiliary 
organizations to the Communist International line. 

Then, more than that, it was taught to them in clear 
language that one of the primary duties of the Communists 
was loyally to follow the line, in language about which there 
couldn’t have been any doubt in anybody’s mind. This is 
within the party. Now, when you got out on the fringe, there 
was a different situation. 

You had a great many gullible, unthinking people who 
joined, probably a total membership of 8 or 10 million at 
the height. Many of those people were your “professional 
joiners” —uplifters, “do-gooders,” people who had a mission on 
earth, and so on—and they were just easy prey for the Com- 
munists. But many of them joined all of the organizations. 

It was a cumulative sort of thing. If John Doe belonged 
to one organization, you could understand that; but when 
John Doe belonged to the entire apparatus, and everywhere 
that they showed their footsteps you could find John Doe, 
then it was a conclusion that you couldn’t escape that John 
Doe knew exactly what he was doing. He might have been 
deceived by one organization, but he couldn’t have been 
deceived as to all organizations. 


SUPPORT FOR RED “FRONTS’— 


Q Were there many of those 8 or 10 million who were 
members of all the organizations? 

A Oh, yes! Do you know that nearly every Cabinet mem- 
ber during the Roosevelt Administration, at one time or an- 
other, spoke under the auspices of Communist organizations, 
gave letters of endorsement and other expressions of en- 
couragement to the Communist movement? That doesn’t 
mean that they were Communists! I’m just showing you the 
support they gave these organizations after we had exposed 
them. The officers of these Communist organizations were 
received time and time again at the White House. I’ve got 
the instances of it. I've got the photographs of the receptions. 

Q How do you account for that—the failure of your Com- 
mittee to be convincing to the public? 

A No, no. The public always stayed with the Committee. 
We never fell below 80 per cent in the Gallup poll in seven 
years. That was quite a high average. They took a poll, per- 
haps, every six months, and we never dropped below 80 
per cent. We had the support of the people—we had the sup- 
port of the Congress. We won every fight despite the Ad- 
ministration. 

The people knew that the thing wasn’t right. They knew 
enough to support the Committee. But here was an Admin- 
istration that was tremendously popular—a President who was 
very popular. He had the confidence of the people. Despite 
their premonition that this thing was wrong, and the fact that 


they continued to stay with the Committee, they neverthe- 
less followed Roosevelt in spite of hell and high water. 

If you remember the period, it was a period in which the 
people would say, “Well, I don’t agree with the President on 
this or on that,” but they still stayed with the President on 
election day. 

Q Were there lots of CIO members in your district? 

A They dominated every refinery in my district. I had the 
biggest CIO district in Texas. In Port Arthur and Beaumont, 
every refinery, which was the chief industry, was completely 
controlled by C1O. But I had been in Congress 14 years and 
been elected every time. 


COMMUNISTS VS. DIES— 


Q Did the Communists try to defeat you in your district? 

A Yes. 

Q Do you think they would have beaten you if you had 
stayed in the race? 

A No. You see, I had stood this thing for seven years. What 
was really the matter with me was nervous exhaustion. They 
gave me the works—everything they could do, little personal 
things. 

Q Anything like what McCarthy has had? 

A Oh, he doesn’t know what it is. They tried to get me, 
too. Listen, they examined my income taxes for six months— 
sat there in my town with two revenue men sent from Balti- 
more and spent six months making me dig up everything I 
had ever made for 10 years. 

Q Did they find anything wrong? 

A No, nothing whatever. If they had, they would have 
put me in the penitentiary. I had been very honest about my 
finances. I never accepted any money and was not unscrupu- 
lous about any of my dealings. I knew what I was up against. 

Q What else did they try? 

A They would do this. If you want a good idea of some of 
the things they did, read the diary of the late Harold Ickes, 
Secretary of the Interior in Roosevelt’s Cabinet. One thing 
was to pass the word around among the business people and 
chambers of commerce, “Do you want some PWA [Public 
Works Administration funds]? You know you're not getting it, 
and you're not going to get it as long as Martin Dies is in 
Congress.” 

Another thing was ridicule. They just called me a “zany,” 
one of Ickes’s favorite expressions. Then something happened, 
which I told the Senate Rules Committee about the other 
day. 

In 1938, we had J. B. Matthews before us as a witness—he 
wasn’t then working tor the Committee—and in illustrating 
how the Communists use prominent people for propaganda 
purposes, how they exploit names, he told of the occasion 
when Ce Soir, the Communist newspaper in Paris, had its 
anniversary, and they got people to sign telegrams. They had 
one telegram, which J. B. had possession of, which contained 
the names of prominent movie stars and among them was 
Shirley Temple. 

“Now,” Matthews said very carefully, “I don’t want to be 
intimating that Shirley Temple or any of these people are 
Communists—this is not being introduced for that purpose— 
but rather to show how they exploit prominent names to give 
respectability to Communist publications.” 

Immediately the press carried the story: “Dies Accuses 
Shirley Temple of Being a Communist.” 
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I then took the radio and read the entire transcript to the 


nation, aud I know I had a tremendous audience that night. 
I think it is one of the biggest audiences that anyone had had 
at that time because of the publicity and interest and it was 
in all the newspapers and I could tell from the mail that 
we got. 


I said over the radio, “Now, here are the newspapers 


carrying this sort of story, and here is exactly what took 


place,” and | read the exact transcript. 
You would have thought that that would have flabber- 
gasted them, but within a week’s time Mrs. Perkins [Secre- 


tary of Labor] and Ickes and Biddle [Attorney General] 
made public speeches in which they said the Dies Committee 
accused Shirley Temple of being a Communist, and they 
continued to use that and use it to this day. The New York 


Times published a letter of Earl Browder’s a few weeks ago 


in which Earl Browder makes again the same statement. So 
that in public speeches and in interviews that they gave out, 
Cabinet officers sought to ridicule the Committee. 


Q And this broke you down? 
A It was a cumulative thing. Sure it broke me down—atter 


seven years! 


Q How long can a fellow stand that sort of thing? 

A I think a man would have to be young and strong to 
stand all that. I stood all I could in seven years. I was ready 
for the hospital, and I was only 37 when I started this. 


THREATS OF DEATH— 


Q Did they threaten you physically at any time? 

A Let me follow this up and just show you. I went to the 
hospital here in Washington in 1940 to have my appendix 
removed. After my wife left the hospital and went home, all 
night long the telephone rang with people calling just about 
every minute: “Well, is your husband dead yet?” “I’m doing 
a lot of praying, but not what you think. I'm praying that 
he dies.” 

Now, they had that whole thing concocted to keep calling 
her chat night. We finally had to take the telephone out and 
put in a private line because the telephone just rang all the 
time. It’s a little thing, but it’s cumulative. 

Q Like a drop of water— 

A Just like a drop of water that keeps falling on you. Then 
there were threatening notes all the time. There was hardly a 


mail that I opened that there wasn’t a note threatening me . 


with death or the children with kidnaping. They made one 
attempt on Bobby, my boy, here in Washington. We cautioned 
him to be careful. We had told Bobby that if anybody tried to 
get him in a car, just start running and hollering. This was 
before they assigned agents to us. 

So, one day he was walking down Columbia Road—we 
lived off 16th Street, on Hobart—and a car stopped. There 
were two men in the car, and one of them said, “Come here, 
son,” and when he said that Bobby started to run and holler 
for about a half a block. He immediately knew that’s what it 
was. This fellow followed him but couldn’t catch him. 

Well, there was a constant harassment like that for seven 
years. Then, of course, there’s the whispering that you’re an 
agent for the Fascists and Nazis. The Federal Communica- 
tions Commission gave out a statement that they had 
monitored the Nazi program and that I was more often men- 
tioned favorably than any man in the United States, all of 
which was a lie. When we went into the thing and demanded 





the proof, all was to the contrary. But they put that out, all 
over the country, a deliberate lie. 

But that caused people, even people who were for you, to 
begin to wonder: How strong is he for the Nazis? I had an 
uncle who had a ranch near Austin, Tex.,;-and they started 
whispering around that we were all Nazis, and that my uncle 
had a swastika at his ranch that we all saluted. My uncle 
had a furious quarrel over that. But there were such things 
as that that went on and on. There’s no end to what they can 
do to you. 

Q Do you think they are doing it now? 

A Well, of course, they are not doing it to me. I’m no 
longer in the picture. 

Q Do you think it’s probably the same? 

A I would say so, unless they’ve changed. I don’t know 
actually what they are doing to other people now, because it 
is just pure hearsay for me now. 

Q Have the chairmen who succeeded you on this Com- 
mittee been subjected to the same sort of thing? 

A Everyone who tried to do something. It hasn’t been as 
furious, of course, as it was during my time, because then they 
had the open support of the Administration, and public 
opinion to some extent favored Russia. Russia was popular 
then. I understand that after I left Parnell Thomas [Repre- 
sentative from New Jersey] got it. They went after him. No 
doubt Parnell Thomas did a very stupid thing. Why he did it, 
I don’t know. At any rate, if he accepted the kickback on the 
salary of one of his employes, he probably did what many 
others in Congress had done in the history of our country, 
unfortunately. 

But, at any rate, they went after him with hammer and 
tongs. They went after anyone who fearlessly exposed and 
investigated Communists. You say, “If a fellow’s strong, why 
can’t he take it?” But he can’t because his family is dear to 
him, his reputation is dear to him. 

Q Was this concentrated on the chairman, or did other 
members of the Committee feel it? 

A Well, they beat Joe Starnes [of Alabama]. They tought 
him in his district and beat him. Costello [of California] was 
defeated. They centered their fire on everybody in the Com- 
mittee who was opposed to them and really did his duty. 


NO CREDIT, EVEN LATER— 


Q When the CIO later dropped these Communists, did 
they ever give you any credit? 

A None whatsoever. In 1950, they expelled 11 or 12 of the 
organizations which we had exposed and which they had 
accused us of being pro-Fascist for exposing. They carried on 
a regular campaign in which they said we were labor baiters, 
how horrible it was to accuse these organizations of being 
Communist, what a terrible thing it was, and then in 1950 
they got rid of these very ones. But they made no apology to 
the Dies Committee. They didn’t say they were wrong in 
harassing us. 

There wasn’t a publication that they put out during that 
seven-year period—there might have been a few, but none 
I ever saw—that didn’t contain an attack upon us. They went 
into my district, they went into the refineries, and everyone 
would get their CIO paper with all these outrageous lies. 
There got to be so many lies that you couldn't contradict 
them all. You’d spend all your time trying to deny it. 

(Continued on page 64) 
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The Pinocchio-like profile pictured at the 
left is the “weather-nose” of a Douglas 
C-124 Globemaster — one of the largest 
troop- and cargo-carrying aircraft in the 
world. 


It can smell out storms and squalls miles 
away through sensitive radar equipment 
housed within this unique plastic shell — 
specially engineered at Goodyear Aircraft 
Corporation. 


Called a radome, it is made of no ordi- 
nary plastic — but formed of void-free 
glass-fiber-reinforced “‘skins,” with a 
special core which is “foamed-in-place” 
while the skins are held in matched dies. 
The resulting structure is extremely 
strong, and electromagnetically transpar- 
ent so that it will not distort the signals 
of the electronic equipment it houses. 


High-performance radomes are only 
one application of lightweight , quality, 
structural plastics— engineered at 
Goodyear Aircraft for airpower — which 
are capturing the interest of alert manu- 
facturers outside the aeronautics industry. 


P.S. If you’re interested in structural 
materials, then you’ll also want to ask for 
our booklet on Bondolite—the lightweight, 
honeycomb sandwich built by Goodyear 
Aircraft! 
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The special skills, facilities, research and engineering abili- 
ties of Goodyear Aircraft in plastics are at your disposal. 
Write: Goodyear Aircraft Corporation, Dept. 931CT, 
Akron 15, Ohio. 
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Builders of complete airplanes, airships, fuselage shells, wings, empennages and many aircraft 
components including plastic canopies, electromagnetically transparent laminates—as well 
as booster cases and guidance for guided missiles, electronic computers and radar structures. 
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- » « “Communists claimed 50,000 members in armed forces”’ 


Q Did you have the support of the AFL [American Fed- 
eration of Labor]? 

A Yes, we had their support, their loyal support, too. Mr. 
John Frey was a very patriotic gentleman and a strong anti- 
Communist, and he knew everything that was going on and 
did everything he could. He was the vice president and we 
had the support of the AFL. 

Q They supported your appropriations in Congress, too, 
didn’t they? 

A That’s right. 


RED-TINGED UNIONS— 


Q Of these CIO unions, didn’t you name others that they 
didn’t get rid of, like the Auto Workers? 

A Yes. We named 21. But we didn’t classify the Auto- 
mobile Workers as a Communist-dominated union. We just 
simply showed that there were some very active Communists 
inside the organization. 

The same way, for instance, in Chicago. I seized the rec- 
ords of one of the biggest unions there, about 5,000 members. 
At any rate, when we got the records, we found two lecturers 
on the pay roll of the union whose purpose it was to lecture 
on Marxism. We got the official charts that they used in 
which they depicted the universe—first prehistoric man, the 
earliest stage, then democracy, and finally the utopia of 
Communism. The union was paying these two lecturers out 
of the funds of the workers to lecture on that, and there 
was a check there for $12,000, without any authorization 
from the union, that they were using to buy Daily Workers 
in subscriptions of thousands of copies which they would 
send throughout the country. 

Now, that doesn’t mean that the union was a Communist 
organization. It did mean that the leadership of the union 
was Communist. In other words, the rank and file didn’t know. 
And, oh yes, in order to try to discover why, out of 5,000, 
they would let a thing like that go on, I demanded the min- 
utes of the various meetings and I discovered that never did 
they have over 300 present. 

Out of 5,000 they would have 300 attend the meeting! 
And the Communists would get together in advance and have 
their agenda. For instance, they'd agree that they would 
nominate so-and-so tonight—“I’ll nominate him, you sit over 
here and second the nomination, and you sit over here and 
you sit over there, and we will make it appear unanimous.” 

That was the technique. We exposed 21 international un- 
ions in which Communists were very active in their control. 
The CIO claimed that some of them cleaned themselves up. 

Q What do you think about it? 

A I just don’t know. I’m under this handicap now—it’s been 
since 1945 that I’ve had any close contact in this subject, 
and this is something you dare not hazard an opinion. It’s 
something you have to work with every day. I just don’t 
know what the situation in the unions is today. 

Q Did you find any Communists in the armed forces as a 
result of your investigation? 

A Yes. 

Q Both in uniform and civilian? 

A That's right. 

Q Were there many of them? 

A Well, you see, they had 165,000 members in 1938— 
that’s card-carrying members in the Communist Party. 

Q How did you find this out? ; 


A I got a membership card, I managed to secure a card— 
every Communist at that time was issued a card, and each 
card had a number—and this card was No. 165,000. There 
was every reason for us to believe that that was the maximum 
strength at that time. Now, you understand that around a 
million persons have passed through the party. It’s a fluid 
sort of thing—they come and they go. 

Q How many of these were in the CIO? 

A Of that 165,000 members, 50,000 were in the CIO. 
This is the story on that which William Green, president of 
the AFL, told me. 

When Roosevelt called Green to the White House to or- 
ganize the industry, Green refused to do it on a mass basis 
because, he said, “We would have unionism in name but 
not in principle, and we don’t believe in that.” He then sent 
for Lewis and Lewis agreed to do it in support of the Gov- 
ernment. So, he went out there to organize all the workers. 
Well, they had a scarcity of trained organizers. The Com- 
mies were all trained, the finest organizers on earth. So, 
Lewis utilized the Commies as organizers during that period 
when they were in desperate need of organizers. 

Q He did this unknowingly— 

A No, I believe he did it knowingly. He knew it perfectly 
well—although he has always fought the Communists and 
his organization issued one of the finest anti-Communist 
papers, I guess, that has ever been on the subject. Lewis 
has never been pro-Communist, but I believe he did this as 
a matter of expediency. He did this because he felt he could 
use them and, when he no longer needed them, he could 
get rid of them. Now, he denied that later on and accused 
his successor, Phil Murray, of being the captive of the Com- 
munists. But the whole truth of it—and I’m just as certain 
of this as anything in the world from my interview with him 
in 1938—is that he knew perfectly well what he was doing, 
that he was using these boys because they were wonderful 
organizers and could get the job done. But he never could 
shake them after that. 


AN INFILTRATED ARMY?— 


Q What about the number in the armed forces? 

A They always claimed that they had a total membership 
in the armed forces of around 50,000. 

Q This is before the universal draft? 

A Yes. They tried to infiltrate the Army and did infiltrate 
the Army, and we found considerable evidence of it. 

Q Was this voluntary enlistment? 

A Well, before you had the draft it was voluntary enlist- 
ment. But the total participation in World War II, according 
to the claims of all the Communists who appeared before 
us, was approximately 50,000. They claimed they had 50,000 
members during the war in the armed forces. But they in- 
filtrated everything. It wasn’t just the armed forces. They 
went into schools. We issued a special report on that in 1941. 
They got into Hollywood. 

I went to Hollywood and seized the records of a number 
of prominent movie stars and found from their own records 
that they had contributed hundreds of thousands of dollars 
to the Communist movement. I met with Schenck, the Warner 
Brothers, and the principal executives, and we sat down 
around a table, just as we are meeting here, and I told them 
of the tremendous support their industry was giving to the 
Communists and I asked them to do something about it. 
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... “I’m satisfied that it’s the same old stuff today” 


They were very cold ana very antagonistic, and finally Harry 
Warner said to me, “Well, we're not worried about the Com- 
munists. The thing we're worried about is the Nazis. There’s 
the bunch we want to see you get after.” 

“Well,” I said, “if you’re going to be consistent, you are 
going to have to go after every form of totalitarianism. I 
don’t see how you can oppose Naziism, on the one hand, in 
principle—if you are opposing them as a matter of principle— 
and then condone Communism. Here are your actors con- 
tributing regularly thousands upon thousands of dollars. 
Here are your scenario writers who are members of the party 
and who are shaping their writing to very adroitly carry out 
the Communist propaganda.” 

Q Did they later come around to your point of view? 

A They didn’t during my seven-year period as chairman. 
Late: on, of course, public sentiment changed and | know 
only from what | read in the papers that they did finally 
come out against the Communists. 


COMMITTEE METHODS— 


Q What do you think about the discussion and contro- 
versy over methods of congressional committees? 

A Just what I told the Jenner Committee when | ap- 
peared recently. From the very beginning of the investiga- 
tion of Communism, there has been a controversy about 
methods. Ham Fish, of course, had an investigation way 
back in 1924, but it didn’t last long. They fixed him up quick. 
He was told there was a barn out here in Maryland where 
the Communists stored a lot of stuff. So, Fish went out there 
with his investigators, and the newspapermen and photog- 
raphers accompanied them. There was quite a show over the 
barn, and there wasn’t anything there but some rotten to- 
matoes. Well, that just killed Fish’s chances. That was the 
end of his investigation, although Fish did some fine work. 
He never could live that down. The papers carried pictures 
of the tomatoes and all that. 

So, that investigation never did get oft the ground. Then 
McCormack’s investigation never probed Communism very 
thoroughly. 

The argument of the critics is this: Theyre for the objec- 
tives of the Committee, but they’re against the methods of 
the Committee. 

I testified before Senator Jenner at the Rules Committee 
a few weeks ago just what that meant. I said to him, “What 
methods? What are they talking about? Get them to specify. 
Ask them to come here and give a bill of particulars.” 

Now, let’s see. What are the methods? Let’s say I’m the 
chairman of the Committee and I have subpoenaed John 
Doe, who is suspected of being a Communist, to appear be- 
fore me at 10 o'clock in the morning. John Doe comes in. 
I start asking him questions, and he arises and shakes his 
fist at me and begins to denounce the Committee as Fascist 
agents. I then throw him out of the Committee room and 
immediately he begins to squawk, and the “liberal” press 
squawks, that I violated his civil liberties, that | have done 
violence to his rights as an American. 

Now, they did this when I threw this fellow out who was 
head of the Transport Workers. The “liberal” newspapers 
said it was the most outrageous thing that had ever hap- 
pened, and he had stood before the Committee and before 
he even answered a question shook his fist and insulted 
the Committee. 


So, let’s see a bill of particulars. 

First, does a witness owe any respect to the Committee? 
There’s been a lot said about how committees conduct them- 
selves to a witness, but how about when Mrs. Roosevelt— 
and I told Senator Jenner this—let all the Communist officers 
of the American Youth Congress stay at the White House 
and accompanied them to our Committee hearings and knit- 
ted, and when the first witness was sworn in and pulled out 
of his pocket a very insulting poem about the Committee, 
even though we were rapping on the desk telling him not 
to read it, did anybody in the country then say: “It is not 
right to treat an agency of the people this way. It’s not right 
to insult them. It’s not right for the First Lady of the land 
to lend countenance to this sort of thing”? 

No, they didn’t say it. Only a few editorials appeared in 
the United States in condemnation of that, as I recall. Never 
once did they condemn this sort of behavior of the witnesses, 
but let the Committee make one little mistake—that they 
would interpret as a mistake—then this was emblazoned in 
the newspapers and we were denounced for it. 

Q What was the poem he read? 

A Well, it’s in the record. It was an insulting poem de- 
signed to create the appearance that we were the tools of 
big business, that we were Wall Street henchmen, stooges. 
And Mrs. Roosevelt smiled and applauded! She was the First 
Lady of the land, the wife of the President, and we were an 
agency of the people of this country. She sat there and ap- 
plauded that sort of conduct. And yet she and her friends to- 
day are among those hollering the loudest about “procedures.” 

So, I just named certain instances like that to the Jenner 
Committee the other day and I said, “Find one word in the 
press in which that sort of thing was condemned—just one 
word!” 


NO BACKING IN PRESS— 


Q The press was condemning you at that time? 

A Well, the conservative press. wasn’t, but they were 
apologizing for me. The funny thing about this was that so 
great was the propaganda, so clever this thing, that even 
among your friends they would finally get them to where 
they’d say, “Well, I’m for Dies. I believe he’s trying to do 
a good job. Of course, I don’t approve of all of his methods—” 
I’ve had them tell me that. 

And I'd say to them, “Name the methods. What are the 
methods you are talking about? Subpoenaing witnesses? Is 
anything wrong with that method? He comes before the 
Committee. Anything wrong with that? I swear him in. 
Anything wrong with that? I ask him a question. Anything 
wrong with that? He gets up and calls me a Fascist blankety- 
blank—and I kick him out. Anything wrong with that? 

Q Do you think it is any different today? 

A | just don’t know because I haven’t attended a single 
meeting of any of the hearings. I’m satisfied that it’s the 
same old stuff. I've never heard of one of them changing 
their spots. 

Q The opposition, you mean? 

A Yes, the Communists. I’m sure that the Communists 
have the same tactics and techniques that they’ve always 
had. This is universal. Now, the proof of it is that the very 
thing they deplored in us has occurred in the U.N., in the 
international conferences. They can no more do business, they 
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are having the same trouble trying to talk to Communists and 
reason with them that we had in our Committee. It’s just a 
repetition on a bigger basis. But nobody criticizes the diplo- 
mats. The diplomat just gets up and walks out in disgust. 
Nobody says anything about procedure there. But the pro- 
cedure of our day was under fire. 


THE URGE FOR CHANGE— 


The truth of the matter was, as I told the Jenner Commit- 
tee, there were 10 million “liberals” running around like a 
chicken with its head chopped off and wanting to change 
everything. They didn’t know exactly what they wanted to 
change, but they were for changes. Along came the Commies, 
and they were the only group in that bunch that had a pro- 
gram. They knew where they were going and what they 
were doing. 

So, they took over this 10 million and used them, and 
then suddenly came the exposure that here were these or- 
ganizations that the “liberals” had sponsored and worked 
under and contributed money to under the control of Moscow. 

Q What was the reaction? 

A Here was the reaction. There were 565 federal em- 
ployes here in this town who belonged to the Washington 
League of Peace and Democracy. We exposed the organiza- 
tion as a Communist front, and it was—the evidence was 
overwhelming. Later the Attorney General had to agree with 
us. Now no one disputes it. All right. What did the 565 do? 
We didn’t name them at first—we simply issued a report and 
said this organization was part of the orbit of organizations 
of the Soviet conspiracy. Did they come forth and say, “If 
that’s true, we want to get out of it”? No. They began to 
issue derogatory statements. They said that the Dies Com- 
mittee was a Fascist organization. 

Q What happened? 

A They were proud of themselves. They thought they 
were going to change the world. They were a bunch of 
suckers and they couldn’t take it. So, instead of being a 
gentleman and saying “Well, I made a mistake,” they turned 
on the Committee and began to denounce it. 

Almost universally that was the reaction among. this 
group. They got caught and they were afraid their names 
would come out and only about one tenth of 1 per cent 
ever came out. But every one of them was living in fear 
that someday all these names were coming out. 

So, in order to forestall that and to prevent that from 
happening, they united for the purpose of stopping any in- 
vestigation. Personally, I never intended to give their names 
out because I never saw any good purpose to come from that— 

Q The 10 million, you mean— 

A Yes. I did give the 565 out—afterwards. And they said 
that was rotten procedure. The President issued a statement 
on it saying it was so sordid that he had to do something about 
it. But the reason I gave them out was because they had been 
warned and I tried to persuade them to get out of the or- 
ganization and to drop it, but they began to defy me and the 
Committee and so I said, “All right. If you believe this is a 
fine organization, then you certainly don’t object to having 
your names made public. If this is what you say it is and 
you want to stand on it, then you can’t object to having 
your name connected with it.” 

Therefore, I turned it over to the newspapers and they 
published the whole thing. Well, all the fat was in the fire 


then. Here were the names. Then, of course, the Civil Lib- 
erties Union and all the “liberal” groups began to use that 
as a horrible example of an irresponsible Committee that 
would publish names. On the one hand, they spent three 
months defending the organization, refusing to quit it, and 
then when their names were given out they said they were 
smeared. How can a man’s name be smeared simply by 
making public his affiliation in a supposedly bona fide organi- 
zation? 

Q What evidence is there about this 10 million? 

A The way I would put it is that there were 10 million 
members claimed by the organizations. All the officers of the 
Communist-front organizations stated what their total mem- 
bership was. 

Q Might there not have been a lot of duplication? 

A There may have been. Probably there were some over- 
statements. Or there may not have been. So darned much 
that they conceded during that period has turned out since 
then to be true. You see, they were not trying to cover up 
anything favorable to them. After all, they were respected 
then, hobnobbing with the elite of the land. 

Look what Browder said in his letter published recently 
in which he told about the “happy period from 1933 to 
1945, when the Communists were accepted in the best so- 
ciety.” So, their attitude was not one of covering up anything 
favorable—they boasted when they came before the Commit- 
tee of their influence and power. 


CARE IN CHECKING NAMES— 


Q Of those 2,000 you found in the Government, how 
many of those were in the State Department? 

A It was quite a large number. I think a large group of 
them was in the State Department. But now we just didn’t 
take the names of people who were in an organization and 
say he belongs and therefore he is a Communist. It wasn’t 
done that way at all. 

It was a cumulative sort of thing. We took all the circum- 
stances together on John Doe. John Doe belonged to four 
organizations. John Doe signed a manifesto. John Doe did 
this and that, following the party line. Just like a jury would 
try a case on circumstantial evidence—and a majority of the 
cases are tried on circumstantial evidence. So we took the 
circumstantial evidence—and understand there were two 
Republicans and five Democrats, two of whom were New 
Dealers, on our Committee. Two members were strong with 
labor. There was Healey, who was coauthor of the Walsh- 
Healey Act, and there was Joseph Casey—all from labor 
districts. 

Now, many of these findings, mind you, were unanimous 
findings. I never had trouble with my committeemen except 
two. They tried to pack it on me. They put several New 
Dealers on the Committee, but after they got on it, pretty 
soon, when they began to see the facts, they knew they were 
wrong. 

Q Did you have FBI files? 

A We had access to all files. But we had enough evidence 
on Hiss to raise a serious doubt about Hiss. 

Q What year was this? 

A That was in 1941, when we submitted his name. 

Q Did the FBI let you go through their files? 

A No, not generally. You see, in 1938 they had practically 
no files on the Communists. They had investigated the 
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.-- ‘The FBI can’t do it all” 


German-American Bund. They submitted to us their report 
on the German-American Bund. I kept after them to get the 
Communist files, but they were rather evasive about it. 
Finally, when we seized all of these records, they then 
came to us and said, “Now, listen. We want the privilege of 
copying your records.” 

So, we set them up—145 filing cabinets. By 1941 we had 
145 filing cabinets and we had a girl there for the purpose 
of aiding the FBI. And so they came almost every day, as 
many as 12, 15—agents of the FBI, and intelligence people— 
copying the most elementary things about this. So it con- 
vinced me that, if they spent hours and days and weeks 
copying, they didn’t have it. I couldn’t conceive of anyone 
copying all that that they already had. Therefore, I judged 
that the Department of Justice had not let them do anything 
very much at that time. 

Q Mr. J. Edgar Hoover was the head of the FBI? 

A Yes, and a very fine man. But from conversations which 
I had with him, while he didn’t say so, I always had the 
feeling that he wanted to do a lot but couldn’t on account 
of the Department of Justice. I think that’s exactly the way 
the situation was. 


LIMITS ON THE FBI— 


Q You don’t believe, then, that the FBI can do it all? 

A No, the FBI can’t do it all. You see, they could do a 
lot if they had a free hand. Here’s the limitations of the FBI. 
They can’t subpoena a witness. They can’t put a man under 
oath. The greatest advantage in this committee business is 
to be able to subpoena a witness and put him under oath 
and make him testify. 

Q The FBI can’t evaluate testimony, either, can they? 

A No, they can't. 

Q And they can’t make it public— 

A No, they can’t make it public. But more important than 
all that is this: The FBI is under the Department of Justice 
and, if the Attorney General is against a certain thing, no 
matter how zealous the FBI may be, they are compelled to 
take orders from the Attorney General. 

So, with Biddle as Attorney General, of course they weren't 
going to investigate. They couldn’t do it on their own. They’re 
under the Attorney General. A congressional committee, on 
the other hand, has absolute independence. It’s not under 
anybody’s control. 

Q Aren’t there wraps on the FBI now? 

A No, I don’t think so. 

Q Has the FBI enough men to carry out a large-scale 
investigation of this type? 

A I don’t know. They always kept quite a number of men 
in our offices for years and years. They were there copying 
everything in the world we got. 

Once I got a big haul in Philadelphia. I knew there was 
a federal judge there who was going to give us trouble, 
so I had it timed and grabbed the stuff about 4 o'clock 
and rushed it over to a secret place. I had a photostat 
machine set up and we spent all night making copies of 
this stuff. 

The next morning the federal judge issued an injunction. 
He ordered all records to be returned, arrested two of my 
investigators, and so I hid out in a blind office until we 
completed the photostating. Then I came out and announced 
we were going to honor and obey the injunction. 


Q Were you doing this as a one-man committee, or did 
your Committee support you? 

A My Committee supported me throughout. However, I 
did much of the work by myself. It wasn’t that I wanted to. 
It was just that the boys had so much work to do that very 
seldom could I get a quorum present. If I had had to have 
a quorum present, I just couldn’t have done business. We 
had seven members. Each fellow has his own committee. 
He’s not the chairman. He’s got his own business to tend to 
and they just don’t have time. You've got to sacrifice every- 
thing to carry out an investigation. 

You can’t tend to your congressional duties half way if 
you carry on one of these things. But I’ve always had their 
support because I took pains always to call them up and 
be diplomatic and consult them about things. 

But I conducted a large per cent of the hearings by 
myself. 


“ONE-MAN” HEARINGS: WHY— 


Q Do you think if they abolish the “one-man” idea it 
would ruin the committees? 

A It would be the end of all of them. They know it. Say 
you've got a witness scheduled and you telephone and no 
quorum shows up—you've got to release the witness. You 
can’t bring him all the way back to Washington. You can’t 
function in the House of Representatives or in the Senate if 
a quorum has to be present for a hearing. 

Q What about two members? 

A Well, that wouldn’t be quite as hard to get except that 
you put in the hands of the other member the right com- 
pletely to nullify the hearings if he sees fit. The opportunity 
to sabotage is greater where they can strike at you through 
someone who doesn’t have the same interest in making a 
success as you do. You're the chairman—the responsibility is 
up to you. If somebody makes a mistake they don’t say, “John 
Doe’s mistake’—they say, “The Dies Committee” or “Mc- 
Carthy Committee” has done so-and-so. 

So the chairman soon finds himself in the position where 
he has to take all the blame and he is the Committee, re- 
gardless of whether everyone is present or not, he becomes 
the Committee so far as the public is concerned. Therefore, 
if you require one man to be there, it presents the opportunity 
to get that one man on their side. So first thing you know 
the Congressman who is with you may begin to drift off, and 
first thing you know he’s on the other side. 

There is the danger of the proposition of making your 
chairman dependent on someone else. I told Senator Jenner’s 
Committee that—I said, “This is an attempt to destroy con- 
gressional investigation.” 

Q Going back to this 10 million members of “front” or- 
ganizations—you started to develop that—was there any sub- 
stantiation of this 10 million? 

A Yes, I think they had them all right—I was convinced 
from the evidence before us, the testimony of the officers 
and what we found from the books, and a lot of instances. 
Take the International Workers’ Order. They had 195,000— 
1,900 chapters—that was bona fide. I know that that was 
their membership. Well, the Workers’ Alliance was a loose 
organization—it had over a million. I don’t think there is any 
question but it had it, because in every section of the country 
where it operated it had large membership. 

(Continued on next page) 
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Q But the CIO never had more than 4 or 5 million, did 
they? 

A No. 

Q That included the total membership of the CIO in 
that, didn’t it? 

A No, I’m not including the CIO—I’m talking about your 
“front” organizations. 

Q In the case of these labor groups, wouldn’t the same 
members belong to one or more organizations? In other 
words, there was duplication, wasn’t there? 

A That is right. There would be duplication as to individ- 
uals—but I’m allowing for that, because in the American 
League for Peace and Democracy they reached a total mem- 
bership of 8 million. 

Q What was that organization? 

A That was an organization that the French Communist, 
Henri Barbussi, was ordered to establish throughout the 
world. It started in Amsterdam, Holland. A meeting was 
called there for the purpose of launching the League. They 
formed a league in France—“The French League Against 
War and Fascism”—the British—and all over the world they 
had similar organizations. 

It was first the League Against War and Fascism. Then it 
became the League for Peace and Democracy. Later it merged 
into the Peace Mobilization. You see, as you expose one, they 
would then take another name, and then another name. 

Q Was that membership of 8 million in this country? 

A Yes, in this country they had 8 million members. In 
every little town—why there were members of Congress 
that belonged to it, and they came to me and said, “I didn’t 
know anything about it.” 


DANGER IN “FRONT” GROUPS— 


Q They were not card-carrying members though? 

A No, they were not card-carrying members, but—re- 
member this—say you belong to an organization. That 
organization has a publication. You get the publication. 
You're contributing money to them. You're helping finance 
them. That gives them the opportunity to reach you through 
the publication. That gives them the prestige—after all, 
politicians will listen to 8 million Americans. They come to 
Washington and say, “We represent the American League 
for Peace and Democracy—we have a membership of 8 mil- 
lion.” Their influence was considerable at that time. 

Now you say, “How many were Communists?” Probably 
only a small per cent of them were Communists, but the 
Communists were using them and Earl Browder—head of the 
American Communist Party—claimed that there were 2 mil- 
lion—he testified under oath that there were 2 million people 
in the country that would go with the party the full length. 
So he narrowed it down, and I always felt that there were 
somewhere around that number probably that would go with 
the party. 

In other words, you're not a card-holding member. That 
doesn’t mean you're not co-operating, because there have 
been a million that belonged to the Communist Party since 
1919—total number of people who passed through the party, 
who at one time or another belonged to the party. Now how 
many of them have repented? We don’t know. 

Q In your experience of interviewing Communists and 
ex-Communists do you feel that you can ever believe a Com- 
munist? 


A Sure you can believe a Communist under some circum- 
stances. Yes, I’ve found when things were to their interest 
to tell the truth, they will tell it. If it’s against their interest, 
they won’t tell the truth. But I found things that they said 
during 1938 and 1939 that have absolutely been verified, 
proving to me that where they think it’s to the party’s in- 
terest, they do tell’ you the truth. They felt then that it was 
very much to the party’s interest to exaggerate their strength 
and their power, and I'm sure they did exaggerate their 
strength and their power, but even giving credit for all that, 
you had a sizable organization in this country. 

Q How about the ex-Communists, do you feel that they 
can be trusted? 

A They can be trusted, but I’ve always followed the prac- 
tice of never accepting their testimony except where it was 
corroborated. I didn’t accept it unless they corroborated their 
statements to me with other and independent evidence which 
gave me reason to believe that they were telling the truth. 


OUTLAW COMMUNIST PARTY? 


Q Do you feel that the party should be outlawed by legis- 
lation? 

A Yes. I think so because, though there is a dispute on it, 
I’ve felt so since 1941. We recommended it unanimously in 
1941. Here’s the reason I think it ought to be outlawed: 

First, from 1919 to 1924 they were outlawed. That’s some- 
thing that is not generally known by the public. But under 
wartime legislation the party was outlawed and during that 
period— 

Q What was the period—1919 to 1924? 

A Id say about the beginning of 1920, shortly after they 
were organized—the Communist Party had its origin in the 
United States in 1919 shortly after the [Russian] Revolution. 

Q Did we pass a law outlawing them? 

A Under wartime legislation— 

Q Did Mitchell Palmer [Attorney General] raid them? 

A Yes, Palmer raided them, and they had wartime au- 
thority under a statute, I forget the wording of it, but it was 
ample to give them authority to completely squelch them, 
which they did. 

Now they stayed underground from 1920 to 1924. During 
that period they made no progress. They were still just a 
weak, small, ineffectual number. And all the evidence proves 
that. The investigation of that period proves that—they were 
stymied. 

Then when they were allowed to come out and to form 
these organizations, this legal apparatus, they began to grow 
because they were able to deceive so many gullible people. 
The very fact that they could organize, that they could get a 
charter, that they could operate in a building like other peo- 
ple, use the telephone and telegraph and all those things— 
it gave them a respectability that enabled them to use gullible 
and unthinking people. 

So I’ve always felt that we should deprive them of the 
legal apparatus because we've had 25 years investigation and 
everybody who has investigated them, whether court or con- 
gressional committee, has found that it is a treasonable con- 
spiracy, that it is not just another political party, but that it 
is a border patrol of the Soviet Union on our shores. 

Now in view of the findings of the court—the Supreme 
Court of the United States has found it, too—the Communist 
Party is a criminal conspiracy. It’s been my opinion that we 





68 





QO U.S. NEWS & WORLD REPORT, Aug. 20, 1954 








en 


anenncintiescnee.. 


a 


Aw 


- 7 !_ 


er \ 


Aw 





I Ta I 


ought to outlaw them and declare them an illegal organiza- 
tion and prohibit their operation in this country. 

Now I don’t say that that will do away with Communism 
—I’m not suggesting that. For they’ve always had an above- 
ground apparatus and an underground apparatus. The two 
work simultaneously. They never depart from that system, 
you see. So you'll always have the underground apparatus. 
But it will be reduced to a negative force, compared with 
their ability to organize and deceive people and extend their 
influence the way they did. 

Q Do you think the security program of the Government 
is operating successfully now? 

A I just don’t know. That’s a hard thing to answer to 
someone who is on the outside. I just don’t come in contact 
with it. 

Q I should think you would be a member of the House 
Un-American Activities Committee. 

A They wouldn’t put me on that Committee. 

Q Why? 

A Of course, there is no vacancy—there hasn’t been a 
vacancy since I’ve been here, and that’s a good enough ex- 
cuse. But even if there is a vacancy, it is not likely that they 
would put me on there. 

Q If the Democrats were in control, would you be on it? 

A It would depend on the leadership, and I say it is doubt- 
ful that the leadership would put me on there. 

Q Who would be chairman if the Democrats were in? 

A Mr. Walter [of Pennsylvania]. 


ADVICE TO McCARTHY? 


Q Do you have any advice to give Joe McCarthy on how 
he ought to run his Committee? 

A I have felt that he was making some mistakes. I don’t 
like to talk about mistakes, because I made some myself. 
Looking back on it, I could have done a good many things 
probably better than I did, too. I never did think I was 
by any means perfect, but I felt that McCarthy has rushed 
headlong into trouble that he could avoid. Now perhaps 
he couldn't. It’s awfully easy to sit on the side lines and 
tell the other fellow how to run a committee. Nobody 
understands the problems except the man who is in charge 
of it. So it is hard to say with any finality that this or 
that is true. 

Q Do you think the members of an investigating commit- 
tee should pass on the staff? 

A No, I don’t think so. I think the chairman should be 
allowed to select his staff and that the committee should ap- 
prove it. But only after the chairman has selected it do I 
think that the committee ought to have the right of veto on 
good ground. 

Now you've got to give a big leeway to a chairman in this 
kind of work for him to do any good. If you don’t trust him, 
if you try to circumscribe him, if you hamstring him, then 
he’s through. No matter how sincere he is, he couldn’t do 
his work. My rule in my Committee was: I named the whole 
staff, all employes and everybody else. I did tell the Com- 
mittee about it, I gave them the reasons I named them, and 
usually they authorized me to do it. I never had any trouble 
with my Committee. 

Q Do you think they should have a veto power, though? 

A Yes, I think they should. I think it is a matter of diplo- 
macy rather than rules. I think a smart chairman wouldn't 
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want to impose somebody on the committee they didn’t want. 
I think if you go about it right you can get the approval of 
the committee. 

But I think you ought to submit to the committee your 
reasons for appointing John Doe, Bill Smith, and so on. And 
then the committee ought to have the right on cause—that’s 
quite different from an arbitrary right—to object. I mean by 
that that if you are a member of the committee and you say, 
“I object to that appointment,” and the chairman would say, 
“Why do you object?” And you say, “I object to the appoint- 
ment because this man, back in Boston or in New York, was 
regarded as unreliable.” See what I mean? I think you ought 
to have the right of veto, on cause. 


TELEVISION: A HANDICAP— 


Q Do you wish you had had television when you were 
chairman of the Committee? 

A No, Id rather not have it. I tell you offhand I think 
television is a great handicap. It’s a diversion—it keeps a man 
from thinking. A man who runs a committee like this must 
be in full possession of his faculties. Now with television he 
is conscious of it and he is thinking of the effect rather than 
of doing a good job. He’s thinking, “What effect will it have 
upon the people?” 

Q Was there radio at the time of your Committee? 

A Yes, but we seldom allowed it. I seldom allowed any 
broadcasting of the proceedings. Because if you do that, in 
the first place, every member feels he has to say something 
to get it back to his district. If John Doe doesn’t speak, his 
district says, “Why weren’t you active?” 

So you have a bunch of fellows including yourself acting 
the monkey for public entertainment rather than doing the 
job. I didn’t have radios set up in the Committee. But news- 
paper reporters are different—you’ve got to have newspaper 
reporters. 

Q How was the coverage of your Committee by the press 
—was it fair? 

A It was by some reporters—at that time the New York 
branch of the Newspaper Guild (CIO) was Communist- 
controlled. Nobody now denies that. There was a fight within 
the Guild itself in New York, not the whole Guild all over 
the country. But the New York Guild particularly was pretty 
heavily Communist. 

Some way or another they always jockeyed this thing 
around to have the “left-wingers” report the committee. It 
was an amazing thing how that worked. Very few of the 
“right-wing” group ever showed up for the reporting. And 
I would protest, I'd say, “Why don’t you send somebody 
else down here?” 

Q Did you talk to the editors about it? 

A Yes, I tried my best to correct it. I took that Shirley 
Temple thing up with all the editors—I said, “Now here’s 
an example. You don’t want this. Look at the headlines. 
Look at the story and then look at the transcript.” 

But at that time there wasn’t much that they could do, 
evidently. At least they didn’t correct it. So we had a pre- 
ponderance of “left-wing” reporters at that time reporting 
the hearings. 

We did have some very fine men there who did a good job, 
but unfortunately the other crowd could always get out a 
story which just had a twist, a certain twist, a certain way of 

(Continued on next page) 
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writing the thing, that left a bad impression. Not something 
that you could put your fingers on—the way you write a 
sentence, you leave a question mark in somebody’s mind. And 
we had that to contend with, of course, for seven years. 

Q You didn’t have “left-wing” columnists in those days, 
did you? 

A Before I was to appear on “Meet the Press” it had 
been planned to have one writer on it— 

Q Was this recently? 

A Yes. So I dug into my files and came across his writ- 
ings in which he denounced me very, very bitterly and com- 
pared me and my Committee with La Follette—you re- 
member the Civil Liberties thing—he said, “There was a 
model committee.” Another thing, he said that my treatment 
of Murphy was one of the most disgraceful things in the 
history of our country. Roosevelt issued a statement condemn- 
ing the Dies Committee for the hearings in Detroit on the 
sit-down strike. He called it a “sordid procedure.” Later he 
and others in‘his Administration said we had defeated Murphy 
and 80 New Dealers for Congress and the Senate. 

Q Which Murphy was meant? 

A Frank Murphy when he was Governor of Michigan. 
Later Roosevelt appointed him to the Supreme Court of the 
United States. You see I went into Michigan when the sit- 
down strike had everything stymied in the automobile world. 
I moved into Michigan and investigated the sit-down strike 
and proved it was a Communist proposition. 

Q The sit-down strike was a Communist proposition? 

A Yes. There was a time there when it was so bitter I 
couldn’t leave the hotel. 

Q What year was that? 

A That was in 1938. 

Now, I have been talking about my files on the writer in 
question. I found La Follette’s statement in Collier's mag- 
azine in 1947—almost 10 years later. In his article he con- 
fessed that his Committee staff was infiltrated with Commu- 
nists. Here is an article in which he tells the country that he 
discovered that his Committee staff was infiltrated with Com- 
munists. And here was a writer who was holding him up as a 
model. That’s an illustration. 

So you see that was what we were up against. Here were 
the columnists, here were the reporters, some of the com- 
mentators, constantly driving home the idea to the aver- 
age person, “Here is a bunch on the House Committee 
on un-American Activities that is irresponsible, they don’t 
care what they say, they're, smearing innocent people, 
and so on.” 

Now, in spite of all that, we never went below 80 per cent 
in the Gallup poll. And we won every vote eight times in 
a showdown fight with the Administration against us. 


HOLD-DOWN ON FUNDS— 


Q On getting funds, you mean? 

A Yes. And we had to renew the Committee every year 
—it was a special committee. 

Q Did they cut your funds? 

A Yes, the first appropriation was $25,000 which was 
deliberately for the purpose of sabotaging the committee. 
One House member told me in the cloakroom the other day 
some stories of the pressure which was exerted by the Ad- 
ministration in those days to hold the appropriation down 
to a minimum in the hope that we couldn’t operate with it. 


Q What about Dr. [W. A.] Wirt—did he testify before you? 

A They pilloried him. He told the absolute truth and that 
is the most disgraceful thing that ever happened in the 
history of our country—it killed him, literally. 

Q What did he do and say? 

A He had come to Washington like a lot of these New 
Dealers and he got to running around with them where 
they were holding these meetings and they began to talk 
about a revolution and going to overthrow the Government 
and what they were going to do. 

So he became alarmed. They would have teas, cocktail 
parties, and meetings and a number of prominent New Deal- 
ers would say, “This is just the beginning. What we've got 
to do is take over. We've got to do this and that.” 

So the poor fellow, being patriotic and conscientious, 
goes and talks and tells what he learned. 

Q To a congressional committee? 

A Yes. But after he made the public statement they 
formed a committee and they put Bulwinkle as chair- 
man of it, and they brought that poor fellow, Wirt, be- 
fore them, and talk about giving a man the works—he had 
no counsel, and Bulwinkle got on the floor and made the 
statement that Wirt had been a slacker or something terrible 
—and later Bulwinkle had to retract. But they just ruined 
that old man, Wirt. He told the truth—every word was 
the truth. 


“CLERGYMEN FOUGHT US"’— 


Q Did you have any problem with the clergy? 

A In 1939 a telegram was sent to the Speaker and I think 
to every member of Congress signed by 98 prominent clergy- 
men—they were the leaders throughout the country—under 
the auspices of the American League for Peace and Democ- 
racy. They were an organization that we had exposed in a 
unanimous finding as a Communist-controlled organiza- 
tion, and they sent the telegram under the auspices of 
the American League for Peace and Democracy, demand- 
ing that the Committee be closed, the investigation folded 
up, and so on. 

Those 98 were the leaders and they fought us very, very 
strenuously. They weren’t Communists. We didn’t accuse 
them of being Communists, But it shows you the deception 
that had been practiced upon them, how badly deceived 
they were at that period. : 

Q Do you think J. B. Matthews got a bad deal? 

A I think they should have heard Matthews. There is an- 
other illustration. If anybody else had been denied a hearing 
instead of Matthews, it would have been the subject of an 
editorial all over the United States and members of Congress 
would have taken the floor and screamed their heads off. 

Here was a man who was dismissed summarily and denied 
the right to appear before the Committee in his own defense. 
So it just depends on whose ox is gored. 

As I said on the floor of the House the other day that if 
you had a committee tomorrow like La Follette’s Committee. 
whose job it was to smear American business, who fabricated 
evidence against businessmen, who tried to convince the 
country—using Communists on his staff—that American busi 
ness couldn’t be trusted—and there hasn’t been anything in 
the history of our country like the tactics used by the La 
Follette Committee—no “liberal” would object. That would be 
fine—that would be the “proper method.” 
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But the minute we came along and turned the tables on 
them and said, “All right, you’ve spent years talking about 
business, about how corrupt business is, about how selfish pri- 
vate enterprise is, how much harm it has done to this country, 
and now we'll just turn the spotlight on you for a while. Let’s 
see what you've been doing.” They couldn’t take it. 

They could bring men to Washington who were not 
skilled in politics and who had spent their lives in a fac- 
tory or in a business and who knew nothing in the world 
about public relations or politics—they could bring them 
here, set them down before La Follette and this group 
and let a radical examine them and smear them and in- 
sinuate that all they cared about was the dollar. They could 
do all that, but the very minute we turned this thing on 
them it was a different story. They then began to scream to 
high heaven. 

Tomorrow you could start an investigation designed solely 
for the purpose of investigating Amcrican business and the 
“liberal” press of this country would find no objection to it. 
La Follette was a hero. I was called a rascal by the so-called 
“liberals.” And if they had ever been able to prove that I had 
Fascists on my pay roll, my secretary and my lawyer, if they 
could have proved that on me I would have been put in the 
penitentiary, but La Follette confessed in 1947 that he him- 
self discovered that he had Communists on his Committee 
staff for the purpose of smearing American business. Now 
where is a better illustration than that? 

Q Did they try to stack your Committee? 

A Our Committee found—you will find it in the 1939 re- 
port—that when the resolution which created the Committee 
authorized and directed the departments to furnish us with 
help, I called on the Department of 'ustice and everybody 
to furnish us investigators and lawyers. They refused to do it. 
Someone called me up from the Civil Liberties Committee 
and said, “I can get you help.” I said “That's fine.” 

I made it appear that I was falling for him. I said, “Send 
them around.” He sent around two people that our Committee 
suspected were Communists. That’s in the report of 1939. In 
other words, there they were trying to load my Committee 
from the executive department with Communists. 

Now if that doesn’t show you the inconsistency! If to- 
morrow this whole fight was directed at private enterprise, 
which is the foundation of our economic system, there 


wouldn’t be a single “liberal” in this country who would | 


object to the very tactics that have been charged against those 
of us who have been investigating Communists. 


SECRECY IN GOVERNMENT— 


Q How do you feel about employes of the executive 
branches furnishing information to the committees? Do you 
think they should or shouldn’t? 

A Well, I tell you it depends on circumstances. I wouldn’t 
lay down any blanket proposition that employes have a right 
to come to the chairman of a committee and say anything 
they want to. I don’t think so. 

Suppose you are an employe in charge of confidential files 
involving the safety of the country. I certainly don’t think 
you ought to have a right to come to me as chairman and 
violate your oath of office and I wouldn't ask you to. But 
suppose you are working in a department, like one of 
the men in the State Department—and this is talking 
about things in the past, not something that involves present 


dangers to the country—and you're uneasy, sure you've got 
a right to come. 

I had an employe of the State Department come to my 
home and tell me there was an executive order issued to de- 
stroy all the old records which the Hoover Administration 
had on Communists. He wasn’t violating anything that in- 
volved national defense. Now if an employe feels that some- 
thing is about to be done which is inimical to our nation and 
that he can have no recourse to his superiors, and that he is 
not violating any oath, I think he is perfectly justified to come. 

But I don’t think you have a right to encourage employes 
to violate the law—I wouldn’t do that. For instance, if you 
are in charge of secret files and you’ve been instructed not 
to reveal that, I don’t think you have a right to come to me 
and give me any part of it. Because if you set that precedent, 
then pretty soon it would be an evil thing—no one would 
ever have confidence in anybody else. 

Again, you've just got to use your judgment. 


HOW TRUMAN REACTED— 


Q What was your relation with Truman? 

A I didn’t have anything to do with him except one time 
when he was appointed head of his Committee and he called 
on me to find out how to issue subpoenas and how to handle 
his committee and that’s the only time I ever saw him face 
to face—I’ve seen him on television. 

Q Did you tell him the method you were using then? 

A Yes. I showed him the whole thing and he congratu- 
lated the Committee and said it did a wonderful job and 
when my son graduated at Kemper Military Academy—Tru- 
man was the orator and when he was shaking hands with the 
boys in the presence of all of them he complimented my 
Committee as one of the greatest committees of Congress. I 
had very little contact with Truman. But I had plenty with 
Roosevelt to make up for whatever | lacked having with 
Truman. 

Q How did the editorials of the country go? Didn't you 
say earlier that they were attacking you and the Com- 
mittee? 

A Ot course—it was this way—the conservative press never 
was strong—now the Hearst press was pretty strong for us. 
But generally speaking the conservative papers would apolo- 
gize—they never took a strong, aggressive stand and said, 
“Sure they are doing a good job, they’re right about this 
thing.” They were ashamed—you see this propaganda was 
going all the time, and so every one would pick up the line 
and the line was, “Well, we're for what Dies is trying to do, 
but we can’t agree on method.” 

But they couldn’t tell you what method—1 would say, 
“Name me an instance,” and I would defy them on the radio 
and everywhere else. I would say, “Name me one instance— 
here is the recorded hearing, go read it, tell me one question 
that is not proper.” I usually followed the rules of evidence. 
I’m a lawyer, been a lawyer for years. 

Q When you came back to Congress this time after a lapse 
of eight years, were you elected from the same district you 
represented before? 

A I was elected as Congressman-at-large, carrying my old 
district 3 to 1. There were eight opponents in the race. I 
lacked 7,200 votes getting a clear majority against all of 
them. But the man who was second was about 450,000 votes 
behind me, and he withdrew, and there was no run-off. 
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.-- until an officer of the Marine 
Trust Company of Western New 
York smoothed the way for me!“ 


Service of this kind can often be 
given to YOUR representative if The 
Marine Midland Trust Company of 
New York is your bank. 

In 9 principal trading regions of 
New York State, affiliated Marine 
Midland banks have 127 offices serving 
61 New York State communities. Their 
officers know local people and business 
as only local residents can. Let us show 
you how their on-the-spot “‘next-door- 
neighbor” knowledge can be helpful 


to your business. 


The ¥ 


MARINE MIDLAND 


TRUST COMPANY 
of New York 


120 BROADWAY + NEW YORK 
Member Federal Deposit Insurance Corporation 
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News - Lines 


What you as a businessman &@ CAN and &§ CANNOT do 
as a result of federal court and administrative decisions: 











GOVERNMENT PURCHASES. You 

can expect more complete and up- 
to-date reporting of actions on Govern- 
ment purchasing shortly. All major fed- 
eral purchasing agencies are completing 
revisions of procurement regulations to 
improve requirements for synopsizing 
procurement actions, according to dis- 
closures by the House Small Business 
Committee. 


* * * 


PIGGY-BACK TRUCKS. You can 

look for piggy-back service—hauling 
of loaded truck trailers on railroad flat 
cars—for both railroad-owned trailers and 
those of trucking firms. The Interstate 
Commerce Commission rules that rail- 
roads may provide this type of service 
within certain limits. 


* * ~ 


OVERSEAS CONTRACTS. You can 

enter competitive bids for additional 
North Atlantic Treaty Organization con- 
struction projects. The Bureau of For- 
eign Commerce announces 22 new con- 
struction projects that have been opened 
to U.S. bidders under the international 
competitive-bidding procedure of NATO. 
Projects are in Luxembourg, France, 
Denmark, Greece. 


* * * 


GOVERNMENT ORGANIZATION. 

You can now get a new edition of 
the official organization handbook of the 
Federal Government. The General Serv- 
ices Administration announces publica- 
tion of the 1954-55 edition of the 
“United States Organization Manual’— 
one of Government's five “best sellers.” 
Copies of the 742-page manual describ- 
ing all branches of the Government as of 
July 1, 1954, can be had for $1 each 
from the Superintendent of Documents, 
Government Printing Office, Washington 
25, D.C. 


* * * 


GOVERNMENT LOANS. You can 

get a line on the possibilities of a 
loan made, guaranteed or insured by the 
Federal Government in a new leaflet, 
“Loan Sources in the Federal Govern- 


ment.” Copies may be had free at any 
field office of the Small Business Ad- 
ministration. 


* * * 


LOSS RESERVES. You cannot de- 

duct, as a business expense, amounts 
set aside for a loss reserve in accordance 
with the requirements of State laws, if 
there is no way to determine when or 
whether these reserves ever will be paid 
out. The Tax Court disallows such a 
deduction for a title-insurance com- 
pany’s addition to its “guaranty loss re- 
serve,” even though State law required 
the addition. 


* * * 


INSURANCE AGENTS. You cannot, 

as a part-time insurance agent, count 
on avoiding the self-employment tax. 
Internal Revenue holds that a part-time 
agent does not fit the requirements of an 
employe and, thus, is subject to the self- 
employment tax, while a full-time agent 
selling primarily for one company is sub- 
ject to the employment tax and, thus, 
not to the self-employment tax. 


* * * 


LABOR CONTRACTS. You cannot 

always be sure what is meant by 
the terms “modification date” and “expi- 
ration date” in a union contract. NLRB 
decides they can mean the same thing 
and holds that a union met the 60-day 
strike-notice requirement of the Taft- 
Hartley Act when it gave two months 
notice that it wanted contract changes 
and then struck, even though the union 
did not serve a termination ultimatum 
as called for by the agreement. 


* * * 


WAGE-HOUR COVERAGE. You 
cannot, as the operator of a stock- 
yard, ignore the Fair Labor Standards 
Act. A federal court holds that workers 
engaged in handling livestock for sub- 
sequent interstate shipment are engaged 
in commerce within the meaning of that 
Act. Covered, it finds, are such employes 
keeping records and those penning, 
weighing, tagging, feeding, watering or 
otherwise handling the livestock. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 


courts and Government bureaus. In ng 


their decisions, courts and bureaus consider 


many facts which, for reasons of space, cannot be set og in detail. U. S. News & Wor.p 


REPORT, on written request, will refer interested ri 


s to sources of this basic material. 
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Mobil Power 
Compound 


Most powerful combination of chemical additives 
ever put into 
any gasoline to correct engine troubles... 


Top Octane 


for greatest knock-free power — 
result of the world’s most 
advanced refining developments! 





Laboratory controlled tests in passenger car engines 
showed increases in engine power output up to 25% 
using New Mobilgas SPECIAL 
as compared to conventional 
premium gasoline. 
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Now at Mobilgas Dealers! < 


NEW Mobilgas SPECIAL—The Only Gasoline 


Double Powered | 








ese Mobilgas SPECIAL—brings new 


on-the-road benefits to every motorist: 


Boosts power up to 25% — improves every car's 
performance! 


Checks pre-ignition ping. Amazing additive, 
RT 125, quells and controls glowing particles re- 
sponsible for this trouble. 


Corrects spark plug misfiring due to injurious 
combustion deposits ... increases life of spark plugs 
up to three times. 

Controls stalling due to icing of the carburetor — 


thanks to GLYMONATE, unique de-icing additive 
developed by Socony -Vacuum. 


Combats gum which causes automatic chokes and 
other parts to stick. New additive, RT 200, reduces 
engine-formed gum—cuts waste of fuel. 


Combining top octane and Mobil Power Com- 
pound — New Mobilgas SPECIAL gives the greatest 
engine protection ever offered in amy gasoline. 


SPECIAL 








Mobilgas 


SOCONY-VACUUM 


SOCONY-VACUUM OIL CO., INC., and Affiliates: MAGNOLIA PETROLEUM CO., GENERAL PETROLEUM CORP. 





THE GROWING TREND TO LINCOLN 




















restige calls for performance, too 


7ou can easily see Lincoln’s beauty. And 
this fine car obviously carries with it pres- 
tige. So now let’s talk about performance. 
In fact, let’s listen to what an outside ex- 
pert has to say about Lincoln. Tom McCahill 
in this year’s edition of True’s Automotive 
Yearbook states: “In my book these are the 
best cars made in America.” 
“Lincoln,” continues Mr. McCahill, “is 
the outstanding champion over the road . . . 
gets this title through roadability, cornering 
qualities, plus good brakes. Lincoln’s total 
average of these factors is higher than any 


other American car, and that’s why they are 
champs, On winding or mountainous roads, 
the Lincoln is unbeatable in America . . . and 
it will actually out-corner some sports cars.” 

Want further proof of Lincoln’s perform- 
ance? This is the car that won first in its class 
for the fourth straight year in the Mobilgas 
Economy Run. And for two years in a row 
Lincoln won the first four places over all 
stock the 
Road Race. 


cars in Mexican Pan-American 
You can discover Lincoln’s performance 
on your own. And you can find out why the 


trend keeps growing to Lincoln. Won’t you 
pay a visit to your Lincoln dealer? He invites 
you to take the keys to a Lincoln or a Lincoln 
Capri. 


LINCOLN DIVISION « FORD MOTOR COMPANY 


LINCOLN 


DESIGNED FOR MODERN LIVING 
POWERED FOR MODERN DRIVING 
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' Gen. Mark Clark testified before the 
» Senate Subcommittee to investigate the 
‘Administration of the Internal Security Act 
and Other Internal Security Laws, of which 
Senator William E. Jenner (Rep.), of In- 
‘diana, is chairman. The following is from 
the transcript of Aug. 10, 1954: 


_ Mr. Carpenter [Alva C. Carpenter, chief 
“counsel of the Subcommittee]: What is 
'your general impression of the role of the 
‘anonymous bureaucrats in the making of 
‘the foreign policy in this country? 

_ General Clark: Anonymous bureaucrats 
“making our foreign policy? 

_ Mr. Carpenter: Yes. 

' General Clark: I do not know. I do not 
"know who has been making our foreign 
‘policy in the postwar years. I do know that 
‘Mm my opinion we have been very weak in 
' our approach to Communism and that we 


cession after another. 


abroadP 


Department people? 
Mr. Carpenter: Yes. 


General Clark: I have seen them pretty much around the 
world. I have been associated with them in Europe, and in 
4 Asia and in South America. I just completed a 14,000-mile 
. trip that included severa’ countries of South America. With- 


Gen. Mark Clark Says: 


YOU CAN'T WIN A WAR 
IF DIPLOMATS INTERFERE 


| _—_— Could General MacArthur have won the Ko- 
| rean war if he had been turned loose to fight? 
Gen. Mark Clark told a congressional com- 
_ mittee he thought so—and suggested that 
_ the diplomatic strategy imposed on the U.N. 
_ command in Korea was no way to fight a war. 
| General Clark also said, in answer to a 


have confronted the Soviets with one appeasement and con- 


Mr. Carpenter: General Clark, you spent many years 
abroad. How adequately do you think we are represented 


General Clark: You mean by our diplomatic or our State 


GEN. MARK CLA 


—Black Star 
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question, that he thought the U.S. should 
break diplomatic relations with Russia. With 
this idea, President Eisenhower disagreed. 

For a House committee’s suggestion that 
the U.S. should break with Russia, see page 
93. Here are General Clark's views, followed 
by those of the President (page 81). 


American principles and the things that we 
hold dear. 

I am trying to be as honest and objec- 
tive as I can in answer to your question, 
but I believe that many of the people who 
are attracted into that kind of work, into 
the State Department, are men who per- 
haps have lived in foreign countries in their 
younger years, with their families perhaps, 
men who are linguists, men who are ideal- 
ists, a lot of them, men who seem to be 
just the opposite from a military man, who 
seeks service of his country through sheer 
love of it. 

Please do not get this as an indictment 
of all of the people in the State Depart- 
ment, but some of them, in my opinion, 
do not represent what I think an Ameri- 
can representative abroad should be. 


oO ° 2 


Mr. Carpenter: When you were sent to 


the Far East [in 1952] and you were in command, what was 
your directive? 

General Clark: . . . My military mission as left for me by 
General [Matthew B.] Ridgway, which had been prescribed 


to him by the Joint Chiefs of Staff, and which I inherited, 


was a defensive mission. I did not have the authority to 


launch a general offensive designed to defeat the enemy. My 
mission was, as I said, defensive, to remain approximately in 


. out going into details of names, my honest opinion has been man 
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that we are not too strongly represented by real honest-to- 
y God, red-blooded Americans in all our posts. We have that 
type in many of them, but I think we should have them in 
every post where the embassy is a little bit of America. 1 have 
found in many years that oftentimes we have people who do 

not understand the military problems that confront the mili- 
tary commanders. I have found that oftentimes there were 
people who were prone to placate the people of the country 
in which they were serving rather than to stand up for 


° 


d. 


the area that I was, just north of the 38th parallel, to give 
grudgingly on ground south of the 38th parallel, and to in- 
flict the maximum number of casualties on the enemy, while 
at the same time conserving the strength of my own com- 


Mr. Carpenter: Did the Reds back down when you exerted 
pressure? ~ 

General Clark: You mean military or political? 

Mr. Carpenter: I mean both. 

General Clark: I might cite an example in Austria when we 
were forceful and determined when they stopped our train. 
We had a train that ran on this railroad one direction each 
night carrying our passengers, and it was a routine affair that 
they would stop that train every night. Drunken soldiers and 
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officers would get aboard, loot it, steal from our men, and hold 
them up at the point of a gun, and that went on so long that 
I told Marshal Konev [Ivan Konev, Soviet-zone commander 
in Austria, 1945-46] that we could not tolerate it at all, that 
I was putting military police, armed men, on and painting 
the American flag so that it was distinguishable, and every 
door would be guarded, and they could not get on when we 
had to stop. They did get on after that and we killed, I think, 
two of them. It was quite a fight. 

We carried their bodies back into Vienna and carried 
them over to the Soviets. 

Senator Hendrickson [Robert C. Hendrickson (Rep.), of 
New Jersey]: While you are on that subject, I do not want 
to divert your mind from the Far East, but is it not true at 
the same time they were blocking these trains, these Russian 
roadblocks along the one route we had into Vienna were 
stopping regularly our officers and men? 

General Clark: Oh, yes. 

Senator Hendrickson: And embarrassing them in any num- 
ber of ways? 

General Clark: It was just tragic the humiliation and ex- 
periences we went through. Our airplanes flying in that cor- 
ridor were buzzed until I told them we were armed and 
would shoot them down. 

Mr. Carpenter: You said there was a defensive situation in 
Korea. Whom did that decision favor, putting you in a de- 
fensive position? 

General Clark: I think the enemy certainly was aware 
by our actions that we were not going to launch any all-out 
offensive. I think that he was sure that we were not going to 
bomb beyond the Yalu River and attack his bases from which 
he derived the power to carry: on that war. The fact that we 
did not do it and the fact that we had not done it when the 
Chinese Reds came in the wa‘ certainly should have been a 
pretty good indication to him that we were fearful of some 
consequences if we did. 

Naturally, if I had known that the enemy was fearful of 
launching an all-out offensive against me, I would have been 
mighty happy if I had had that information. So it helped 
them, there is no question about it. 


° o 7 


REDS’ ARMISTICE VIOLATION 


Mr. Carpenter: General, in the armistice agreement the 
North Koreans are permitted to build airfields. Was there 
any need for those allegedly commercial airfields to be built? 

General Clark: Not as commercial fields. I do not believe 
there will ever be a commercial plane operating in North 
Korea. That was a concession and a weakness, in my opinion, 
on our part. It was a weasel wording that we could give in to 
that would satisfy the Russian demand. We said, “We will 
not let you build up these airfields for military purposes, but 
we will let you build them up for commercial purposes,” and 
knowing the fact Communists sign a solemn pledge one day 
only intending to abrogate it the next, we should have had 
better sense, in my opinion. 

Mr. Carpenter: Just another show of weakness, is that 
right? 

General Clark: In my opinion, yes, sir. 

Mr. Carpenter: Did you propose training more South 
Korean troops? 

General Clark: Yes, sir, almost from the day I got there. 
In fact, I discussed the question when I had a conference and 
a lunch alone with Mr. Frank Pace, Secretary of the Army at 
the time, when I went over. Mr. Pace invited that subject to 
my attention and said, “You have my full support and we 
ought to develop more indigenous forces.” I felt exactly the 
same way, and not only the indigenous South Koreans but 
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Chinese Nationalists, Chiang Kai-shek’s forces, so when I got 
over there, I had quite a study made. Of course, a study had 
already been made by General Ridgway. I brought it up to 
date from my point of view, discussed it with Van Fleet 
[Gen. James A. Van Fleet, U. N. Commander in Korea, 1951- 
53], got his recommendations, and we submitted a long-range 
plan to Washington, to the Joint Chiefs of Staff, for the 
build-up rapidly of the South Korean forces. 

Mr. Carpenter: Was it authorized? 

General Clark: I never heard from that plan. I never heard 
anything about it. I received no authority to go ahead until 
the question became a political issue with the release of Van 
Fleet's letter during the presidential campaign, and very 
shortly after that I got action immediately authorizing me to 
start in on the build-up of the ROK [Republjc of Korea] forces. 

Senator Jenner: How about Chiang Kai-shek’s forces? Did 
you get any authorization for them? 

General Clark: No, sir. 

Senator Jenner: You asked for it, did you not? 

General Clark: Yes, sir, I asked for it on more than one 
occasion. One was before I ever got to Formosa and talked to 
Chiang Kai-shek, and again after I had seen him and he had 
offered me three of his best divisions with supporting air. | 
recommended it shortly after I got over to the Far East, as 
I recall, and recommended that they be brought to Korea. 

The $64 question, you might say, was: Who would defect 
to whom? Would the Chinese Nationalist troops if confronted 
with Chinese Communists desert? Would one of them desert 
to the other? In my opinion, more of the Chinese Commu- 
nists would have deserted to our side. That was my opinion. 

However, I thought here was a perfect testing ground to 
try it out, and the fact that we had given combat experience 
to. divisions by divisions rotating them through Korea from 
Taipei, Formosa, when they went back to Formosa they 
would be much more of a threat to the Southern Chinese 
mainland than when they are untested and untried. My 
recommendations were never answered. 

oO oO oO 

Senator Welker [Herman Welker (Rep.), of Idaho]: Gen- 
eral Clark, based upon your experience in Italy with your 
army there and your experience in Korea with your army 
there, could you give your best recollection to this Committee 
as to how the respective armies stood up with particular refer- 
ence to the United Nations army that you commanded in 
Korea and the army which you commanded in Italy? 


U.S. TROOPS “NOT SOFT” 


General Clark: Yes, sir, I will do my best. I would like to 
preface that, because the majority of my troops in both cases 
were American forces, by saying that you may hear much 
during these days and times to the effect that our lads have 
gone soft, and that they are used to niceties and privileges 
that their adversaries do not have. That is true. It takes a 
little harder training to train one of our lads, but if he is told 
what he is fighting for, I have found that the American soldier 
today is just as tenacious a fighter as he ever was. He is mag- 
nificent on the field of battle, so we have no fear as to their 
going soft and not willing to fight if they know what they 
are fighting for and feel it is something worth while. 

In Italy, I had larger groups of nationalities fighting under 
my command than I had in Korea, and I think in Italy I had 
as many different nationalities fighting; but, for example, 
Brazil sent 25,000 and South Africa sent about 20,000 men. 
I had three French divisions. I had Indian divisions. I had 
Italian divisions. I had New Zealanders. 

Senator Jenner: Did you have any Polish? 

General Clark: I had 100,000 Poles. I had a Greek 
brigade. I had no small battalions such as I did in Korea, 
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so the point I make in Italy is, they banded themselves 
well together. The nations forgot their selfish nationalistic 
ambitions and they were resolved to do away with national- 
ism. In Korea, under the United Nations, I had little gobs— 
little groups, I might say—except for the British Common- 
wealth Division. Thirty-three thousand, I believe, were the 
maximum fighting men that I had at one time from the 
United Nations, other than the United States, in Korea, and 
most of them were made up like a Thailand battalion, the 
Philippine battalion, Greek battalion, a French, a Belgian, 
and so forth. 

Senator Jenner: They numbered about what—900 men? 

General Clark: About 900 men, yes, sir. The Turks did 
put up a brigade, 5,000 men. 

Senator Jenner: It caused you a lot of administrative 
trouble, did it not? 

General Clark: There is no question about it. These 
different nationalities have different customs. 

Senator Jenner: Outside of a symbol, they were more of a 
nuisance than they were a benefit? 

General Clark: I never would have given any of them up 
because I needed them too badly, but I think, if we ever fight 
under the blue and white flag of the United Nations again, 
that there certainly should be required that they put up, in 
commensurate with their war potential, larger groups, not just 
token groups to say that “we sent over a few men.” 

They all fought well, incidentally, and we had to integrate. 
For example, the French battalion was a part of our Second 
Division. The Second Division put it in as the fourth battalion 
of a regiment of infantry. They fought well. However, the 
Unitec Nations effort in Korea, in my opinion—I have stated 
it before—was a piddling one. It certainly, I am sure, did not 
impress the Soviets very much. ° 

Senator Welker: General, I think you omitted to mention 
the ROK troops that you had, and you had about an equal 
amount of ROK’s with the United States forces? 


ROK’S “DIED READILY” 


General Clark: Why I did not do it—1 should have—was 
because they were not a part of the United Nations. The 
ROK troops were magnificent forces. They should have been 
built up. They died readily. They hated Communism and the 
more we can build up the cheaper it is, in my opinion. 

Senator Welker: General, this question: We were alleged 
to be fighting for the United Nations, a United Nations war, 
and did you at the time you were in Korea in command 
ever receive an order from the United Nations? 

General Clark: No, sir, I never received any word or any 
instructions of any kind at any time from the United Nations. 
Actually, my Government was designated as the agency 
through which my instructions would come. 

Now, if any instructions went from the United Nations to 
my Government, I was not aware of it. Certainly nothing 
came to me. 

Senator Welker: As far as you were individually concerned, 
you were fighting for the United States of America and 
receiving your orders from them? 

General Clark: I was fighting with a United Allied group 
and I do not want to give any inference or intimation that 
I was not proud of these others. 

The Canadians fought magnificently, as did the British 
and the Puerto Ricans. I had them all. 

Senator Welker: You received your orders on those from 
the United States? 

General Clark: From the United States; that is correct. 

Mr. Carpenter: General Clark, did you agree with General 
MacArthur [General of the Army Douglas MacArthur, com- 
mander of U.S. forces in the Far East, 1941-51] that the 
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enemy should not have been allowed a sanctuary beyond the 
Yalu? 

General Clark: Yes, sir, I agreed at the time when they 
came in. I think that that was the crucial day in American 
history in 1950 when thousands upon thousands of Chinese 
ostensibly picked up individual rifles because they were in- 
dividually mad at the United States and came across the 
Yalu and killed our men. I think at that time we should have 
indicated that we were at war with Red China and should 
have retaliated with everything we had at our disposal. 

Senator Jenner: Did we retaliate, General, with everything 
we had? 

General Clark: No, sir. 

Mr. Carpenter: Do you know any high military officials who 
actually disagreed? 

General Clark: No, sir, I do not. 

Mr. Carpenter: Who then was responsible for these restric- 
tions? 

General Clark: I would like to say, as I indicated yesterday 
in executive session, that every military decision has its 
political counterpart, and they have to be taken into con- 
sideration. 1 made a lot of statements affecting my admin- 
istration in Korea because I was the soldier on the ground, 
looking at it through the sights of a rifle, whose men were 
being killed every day, and I realized that there were other 
factors involved, such as the danger of World War III or 
the alienation of our allies, so there were other factors that 
had to be considered, but I felt during the Korean war—I 
knew the members of the Joint Chiefs of Staff, I talked with 
them, and they came to see me—and I felt that they were in 
sympathy, by and large, with most of these recommendations 
about which | have spoken. 

However, I had the feeling and still have it, that the 
signals were being called by the State Department or by 
somebody higher. 

Senator McCarran [Pat McCarran (Dem.), of Nevada]: 
Was it your judgment-—or is it your judgment now—that, had 
we crossed the Yalu River at the time the Chinese came 
across, that might have triggered a third world war? 

General Clark: It might have, yes, sir. My own opinion is 
what you have asked. I do not think it would have started 
World War III, nor do I think, when I was in command and 
had 1 bombed the bases, which I would like to have done, 
and the airfields from which the enemy derived his source of 
power, that that would have dragged us into World War III. 

I do not think you can drag the Soviets into a world war 
except at a time and place of their own choosing. They have 
been doing too well in the “cold war.” 

Senator Jenner: General, would you tell this Committee 
some of the unbelievable restrictions that were placed upon 
your command in regard to the bombing of bases, bridges and 
so forth? 

General Clark: Sir, 1 better refer to the map. 

Senator Jenner: Surely. 


“| COULD NOT BOMB” 


General Clark: This is a rather sketchy map. This is the 
Yalu River here with Manchuria across here [indicating]. 
The Soviet Union-Siberia comes down into here and off in 
here is the Eastern Sea [Sea of Japan], as the Koreans like 
to call it, and in there was our Seventh Fleet, our Navy. 

I would like to just, if I could, say that I was a unified 
commander over in the Far East. I had the privilege of having 
not only the Army, but the Air Force and the Navy under my 
command. It was a magnificent demonstration of team play. 
There wasn’t any of the bickering. There weren’t any of the 
unresolved roles that sometimes you get here. We resolved 
them over there and when it became necessary to go into a 


Pi 4 








U.S. News & World Report 





tough bombing job, the Navy says, “How can we help?” 
And the Air Force co-operated the same way, and we would 
get together and the Navy would go in on the deck and the 
Air Force sometimes would protect them, so it was a good 
show of team play and we had good support from the air. 
I would like to just say that. 

I could not bomb, for example, or destroy—and, of course 
you bomb with the purpose of destroying—the numerous 
bridges that were across the Yalu River and over which the 
enemy constantly poured his trucks and his munitions and 
his killers. 

Senator McCarran: You say you could not, or you were 
not allowed to? 


“QUEER KIND OF A WAR” 


General Clark: I was not allowed to, sir. I was also, of 
course, by the same token, denied the right to Antung, a 
Manchurian town over in here [indicating], where the air- 
plane photographs taken from this side of the river indicated 
stockpiles of munitions and weapons, piled in the open, per- 
fectly visible, and at liberty at night, with lights and every- 
thing else, they would load those on trucks and bring them 
across. 

That is a queer kind of a war to fight. There were hydro- 
electric power plants. The one here up at Chosan, and there 
was one, the big Suiho Dam, right here on the Yalu River. 
When I went to the Far East, I looked around to see what 
can I do on my own responsibility within my sphere of author- 
ity, what can I do in Korea over here to make the Commu- 
nists realize that we are still fighting and that the price tag 
is not a cheap one on this armistice. 

Naturally, the things that I could do were not too im- 
portant, because the important things involved hitting them 
where it hurt back here on their air bases and at their big 
stockpiles of munitions and the factories that were turning 
out the tanks and the weapons to kill our men. 

However, one thing I did decide was that we would attack 
Pyongyang, which is the capital of North Korea, which for 
some reason had not been attacked because of our fear of 
killing a lot of innocent people, and the Communists took 
advantage of that and put their stockpiles all through the 
town. We pinpointed them with aerial photography and in- 
telligence very carefully. They put some of our prisoner-of- 
war camps near those dumps so thai we would be afraid to 
attack them. But we went in finally and we attacked all of 
those and did great damage. 

We never damaged any of our prisoners. We did hit one 
of our prisoner-of-war camps just slightly on the edge of the 
camp. One bomb went in. I looked at it through a magnifying 
glass. However, these hydroelectric power plants which were 
turning out the power for Manchuria, for their war industry, 
it seemed to me, should be destroyed, so I found that nothing 
was said about my not doing it. I was denied the right to hit 
the Suiho, the big one, so I sent a message to the Joint Chiefs 
of Staff just telling them that I was going to attack the 
following places and I told them how I was going to attack 
them, with what kind of planes, with what kinds of bombs, 
and gave them a certain number of hours’ notice that if 
they wanted to stop me, they would have time. 

I did not ask for permission. Much to my surprise, that 
came back approved and saying “We delegate to you the 
authority to bomb the Suiho Dam.” 

Senator Welker: That was not across the Yalu River? 

General Clark: No, sir, it was on this side, but right on 
the river. By hitting it there was a chance of a bomb getting 
across in the inviolate sanctuary, so we immediately set to 
work to lay the plans on the Suiho Dam, and that is the one 
where the Air Force planes worked together in beautiful co- 
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ordination with the Navy going right in and at treetop level 
and planting these bombs right in the machinery and in 
the works. 

There were other things that I decided we could do. | 
recommended that we release a lot of these prisoners that 
we were holding, which was a bone of contention at Panmun- 
jom. I recommended that we be permitted to try the war 
criminals who were killing our men down at Koje-do and had 
killed our men on the field of battle, and several other things 
which I thought might help us in the war we were fighting. 

2 * 2 

Senator Welker: Would you tell the Committee what you 
were authorized to do with respect to the bombing of the 
bridges across the Yalu? 

General Clark: I was denied the right to bomb or destroy 
the bridges. ‘ 

Senator Welker: Tell us what right you were given, 
General? 

General Clark: I dug up an old exchange of correspondence 
that I believe was testified to before a congressional commit- 
tee also, where General MacArthur requested, when it was 
apparent to him that the Chinese were intervening and pour- 
ing across here, to go after them and destroy those bridges. 
As I recall, the instructions were that he could hit the south 
end of the bridge. That was the authority that was given 
to him. 

Well, of course, that is not the way. That is an awful sign 
of weakness, in my opinion, to do anything like that. You 
do not do any good. If this is a bridge, you cannot hit it 
going like that [indicating]. If you attack the south end, you 
would have to come in this way or that way [indicating] 
with always the danger of a bomb. 

Senator Jenner: So virtually the permission was no per- 
mission at all? 

General Clark: It would not have been of any value to me. 

Senator Jenner: Were our men subjected to any antiair- 
craft fire from across the banks of the Yalu River? 

General Clark: Oh, yes. 


RUSSIAN PILOTS IN KOREA 


Senator Welker: Mr. Chairman, one other question. 

Yesterday, General Clark, you related a very interesting 
incident with respect to the MIG’s which had their staging 
ground, I think, a little distance from the Yalu, and they 
came down and lined up on an airfield actually right near 
the Yalu. Is that a correct assumption? 

General Clark: Yes, sir. The Russian MIG planes, and our 
intelligence indicated that many of them were flown by Rus- 
sian pilots, were based back at fields back here [indicating] 
so that if we ever did decide we were going after them they 
would have some warning. They had advance fields from 
which they would fly up to here, refuel, and then come over 
in this area [indicating] to attack our planes. We watched 
these planes and these fields very carefully, because if all 
of a sudden we might find that there was a tremendous 
build-up, it might be indicative that they were going to use 
their air force against us. 

One day I got a report, a flash one, very much concerned, 
that there was a tremendous build-up of enemy planes there 
on the north bank of the river. Of course, what I should have 
done was to smack them. That was my chance to catch 
their eggs in one basket, but I did not have the authority. 
All I did was to report those facts back to this country, to 
Washington. Those things did disappear. Very shortly after 
that, those planes took off and went someplace else. 

Senator Jenner: General, did you ever fight a war like 
this before and would you ever want to fight another one 
like it? 
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General Clark: No, sir. 

Senator Welker: I take it from the observation you had of 
the MIG’s that the Russians provided if these individual 
Chinese were met at the United States line and picked up 
an individual rifle and crossed a bridge that would not apply 
to a very expensive MIG that was lined up across the Yalu? 

General Clark: No, sir, that would not apply. 


WHAT MacARTHUR WANTED 


Mr. Carpenter: General, you say then that throughout the 
war effective bombing of the bridges was not authorized and 
that the bridges were in use. I shall now read you the follow- 
ing testimony relative to the military situation in the Far 
East in hearings before the Committee on Armed Services 
and the Committee on Foreign Relations, United States 
Senate, 82d Congress, First Session, to conduct an inquiry 
into the military situation in the Far East and the facts sur- 
rounding the relief of General of the Army Douglas Mac- 
Arthur from his assignments in that area. 

On page 741 1s the following testimony: 

“Chairman Russell: When did General MacArthur 
first recommend to the Joint Chiefs approval of his 
policies for extending the war into Manchuria by air 
bombardment and by a blockade of the China coast? 

“General Bradley: Well, about as soon as the Chinese 
began coming in. His first message on the subject was 
about November 6, in which he wanted to attack the 
bridges across the Yalu, and this was the first intimation 
that we had that they were coming across in great force. 
And we held him up on that bombing until we could 
check on it, and then gave him permission to go ahead 
and bomb the Korean end of the bridges. And then 
from then on there were intimations that he would like 
to go right on into Manchuria and bomb bases across 
the Yalu, beginning, oh, around November 6 or 8, from 
then on.” 

On pages 1,233 and 1,234, it reads as follows: 

“General Collins: Well, that intelligence, practically all 
of it, came from the Far Eastern Command itself. I 
have a summary of an exchange of cables between 
General MacArthur and the Joint Chiefs of Staff in 
early November, which has considerable relevancy to 
the Far East Command's intelligence coverage of Chi- 
nese intervention in Korea. 

_ “On the 6th of November, in a cable requesting per- 

mission to bomb the Yalu River bridges, General Mac- 

Arthur stated—I don’t know whether this is a para- 

phrase or not, so I think it should be reviewed by 

whoever is reviewing the testimony here: 

“Men and material in large force are pouring across 
all bridges over the Yalu from Manchuria. This move- 
ment not only jeopardizes but threatens the ultimate 
destruction of the forces under my command. 

“Senator McMahon: That, General, is after the Chi- 
nese actually intervened. 

“General Collins: No, sir; this is on the 6th of No- 
vember. The main Communist, Chinese Communist at- 
tack was on the 24th of November. 

“Senator McMahon: But if these Chinese were pour- 
ing over the bridges ot the Yalu into Korea, then they 
were in the process of intervention at that time. 

“General Collins: Yes, sir; they were getting ready 
to intervene, you might say. Actually, of course, their 
crossing the frontier was an intervention, but this is be- 
fore they actually appeared in force as located by mili- 
tary troops in the field. These were picked up by air 
reconnaissance, I assume.” 

Then, on page 1,263 is the following: 
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“Senator Wiley: General, what was the reply after 
that message of November 7 in which MacArthur asked 
the Chiefs for instructions to deal with the new threat? 
What did you say to him? 

“General Collins: Let me check now, Senator, a mo- 
ment, if I might. I know that we sent him a definite 
directive. 

“Senator Wiley: Well, I would like the substance of 
it. Tempus fugit. 

“General Collins: Yes, sir. This summarizes their 
reply to CINCFE [Commander in Chief Far East] on 
the same date: 

“Joint Chiefs of Stafl, in view of alarming situation 
which CINCFE had reported, authorized him to under- 
take the planned bombing in Korea near the frontie: 
including target at Sinuiju, the Korean end of the Yalu 
bridges, provided CINCFE at the time of the receipt of 
the message still considered such action be essential to 
the safety of his forces. He was not authorized, however, 
to bomb any dams or power plants on the Yalu River. 

“The Joint Chiefs of Staff pointed out that because 
of the necessity for maintaining the optimum position 
with regard to the United Nations policies and direc- 
tives and because it was vital to the national interests 
of the United States to localize the fighting in Korea, 
extreme care should be taken to avoid violation of the 
Manchurian territories and air space. Hostile action 
from Manchuria was to be reported promptly. 

“The Joint Chiefs of Staff further pointed out that 
it was essential that they be kept informed of important 
changes and requested that CINCFE submit the esti- 
mate which had been previously called for as soon as 
possible.” 

Now, General, if those who heard and read that testi- 
mony concluded that after a short delay permission to bomb 
the bridges was given and that the bridges were then de- 
stroyed, would that conclusion be a valid one? 

General Clark: You mean from those instructions that he 
had authority to do it? 

Mr. Carpenter: Yes. 

General Clark: I wouldn’t say he had any authority to 
do it at all. 


> ood * 


AIDS TO VICTORY: NOT USED 


Mr. Carpenter: General Clark, you state that the use of 
Chinese Nationalist troops, blockade of the Chinese coast, 
bombing the war potential of the Chinese Communists are 
normal measures taken against an enemy and would have 
resulted in victory? 

General Clark: You are referring to the Korean war? 

Mr. Carpenter: That is right. The bombing of their bases 
in Manchuria or North China, together with a blockade, do 
you think that would have speeded up and contributed to a 
victory on our part? 

General Clark: Yes, I certainly do. 

Mr. Carpenter: Do you, then, believe that the Russians 
would have entered the war? 

General Clark: They might have, but, in my opinion, 
I do not think that would have brought them into the war. 
I just again reiterate that I don’t think you can drag them 
into a war except when they think the time and place is 
right. I do not think it would have triggered World War III. 

oO oO o 

Senator Johnston [Olin D. Johnston (Dem.), of South Caro- 
lina]: General, I have been a great advocate of bombing be- 
hind the line in Manchuria and behind the Yalu River, too. 
But isn’t it true, also, that there are two theories: One, it 
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might bring on a third world war, and another, held by an- 
other group, that it might not and it might end the war quick- 
ly? I believe it would end the war quickly, and I think that 
is your theory? 

General Clark: Yes, sir, that is mine. Certainly there is, as 
I tried to point out, another side, the bringing on of World 
War III, and the fact that our allies were adamant against 
anything such as that. What tuey are worth, I am not in a 
position to decide, but those were the other considerations. 

o co oO 

Senator Johnston: Speaking of Korea now, do you believe 
that we will ever have a permanent peace in Korea as long 
as Korea is divided? 

General Clark: No, sir, I don’t think so. I don’t think, on 
the other hand, that there is much danger of their lighting 
up the battlefield over there. For that reason, I am not in 
sympathy with our keeping a first team indefinitely tied 
up over there. 

I think that the enemy realizes that an exasperated Ameri- 
can public is never going to stand again for the prosecution 
of a war in the manner that we did, and that, if that battle- 
field is lighted up, that we won't be able to contain it to 
Korea. 

So that Mr. Rhee [Syngman Rhee, President of the Re- 
public of Korea] thought the only solution was to unify it 
by military means, and I guess he is right. We are trying 
to do it through political means. We have failed in Germany. 
We failed in Austria, and I am sure we will fail again in 
South Korea and in Indo-China. 

Mr. Carpenter: How can the balance of power in the 
Far East be restored? 

General Clark: Well, sir, when I came home I advocated 
and included in this last book that I felt that we should 
build up what I called the PATO, the Pacific Treaty Organ- 
ization, in the Pacific, and that we should include our troops, 
Chiang Kai-shek’s troops, the Japanese troops, if you please, 
the South Koreans, people that we know will fight together 
with any other of those Asiatic countries that wanted to 
come into it. 

We have an essential organization there with native troops, 
and, in my opinion, it is too late to resume the conflagration 
in Korea or Indo-China: I wouldn’t advocate that, but cer- 
tainly, if another incident occurs where it is dangerous and 
threatening to our way of life, then we would have a firm 
organization of troops with 21 divisions of South Korea, the 
divisions we have over there—the British have troops all 
over the place, in Hong Kong and in Malaya—with Chiang 
Kai-shek’s troops and the ROK’s and the Japanese, if they 
would come in we would have something with which to 
retaliate. 

Mr. Carpenter: How important is Allied unity? 

General Clark: I think it is very important. 

Naturally, we want little nations who have little contribu- 
tions to make, but I would like to look to the big ones who 
are slightly affected by developments in the Far East to 
come into that organization. It seems to me that is pretty 
much what our Government at the present time is trying to 
organize in the Pacific. 


“HOW WE SHOULD FIGHT” 


Mr. Carpenter: When our fighters are involved and when 
it is necessary to fight, how should we fight? 

General Clark: Once our leaders, our authorized ie 
the President and Congress, decide to fight, we must. In my 
opinion, we should fight without any holds barred what- 
soever. 

We should fight to win, and we should not go in for a 
limited war where we put our limited man power against the 
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unlimited hordes of Communist man power which they are 
willing to expend lavishly and do. They have no value for 
human life or respect for it at all. 

If fight we must, let’s go in there and shoot the works for 
victory with everything at our disposal. 

Senator Jenner: General, it is the purpose, as I understand 
it, of the military to devise for the protection of this country 
and its security a military program of defense, and so forth, 
to protect our people. 

General Clark: Yes, sir. 

Senator Jenner: You have had sufficient experience and 
you have testified about it here this morning. If our military 
are not permitted to develop a defense or to fight a war for 
the peace and security of our people, but their strategy is 
diluted by political considerations of the State Department, 
what chance of success do we have to defend this country 
under the procedures that have happened in the past? 

General Clark: I don’t know, sir. I am disturbed, as ap- 
parently you are, for I have felt in my own experience that 
there have been some influences at work someplace on im- 
portant decisions that affected my decisions as a commander 
in the field. 

I realize again that every military decision has its political 
counterparts, but I have felt that in the past, from my feel- 


ing in my high commands, that too often were the military 


decisions overridden by other considerations. 
2 oO a 

Senator Welker: General Clark, going back to the Yalu 
River, I will ask you, based upon your experience as a great 
military commander, in your opinion had you or the com- 
manders that you succeeded been permitted to bomb the 
installations, the airports, the means of making warfare across 
the Yalu River, would the free world have suffered any diff- 
culty or any loss in Indo-China? 

General Clark: Sir, if I had had authority to bomb the air 
bases north of the Yalu and the dumps and the depots from 
which they derived their power, I would have done so. 

I feel that had we taken that courageous action together 
with offensive actions, amphibiously and otherwise, we would 
not have had the unhappy ending that I feel we had in Korea. 
We left, when we signed the armistice in Korea, an enemy 
on the 38th parallel right where he started. True, we had 
stopped his immediate aggression to take over South Korea, 
but we left him there better trained. 

We trained him how to fight. We left him there arrogant. 
He had made the people behind the Iron Curtain think that 
he had won a victory, and we left him ready and poised to 
strike again, as he did in Indo-China. 

To answer your question specifically, had we taken coura- 
geous action and a decision to win a military victory over 
there, I believe we would not have been confronted with the 
dilemma that has beset us in Indo-China. 


BREAK WITH RUSSIA? “YES” 


Senator Welker: General Clark, the chairman of this Com- 
mittee, Senator Jenner, along with Senator McCarran, intro- 
duced into the Congress S. Res. 247. It is very short and 
very brief. I shall read it to you: 

“RESOLUTION: Resolved that, Whereas it is morally 
wrong for the Government of the United States to 
maintain diplomatic relations with the band of Kremlin 
international outlaws who, by stealth, and ruthless pow- 
er, have enslaved one third of the people of the world; 
and whereas the outposts and advance positions of this 
outlaw band, received and tolerated under the guise 
of ‘diplomatic missions, in the United States and other 
countries of the free world are in fact nests of espionage, 
seditious propaganda, and sabotage: Therefore, it is 
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the sense of the Senate that the Government of the 

United States should sever diplomatic relations with 

the alleged Government of Soviet Russia and with the 

alleged governments of the countries which have been 
enslaved by the alleged Government of Soviet Russia.” 

General, based upon your experience, what do you think 
of that resolution? 

General Clark: Based upon my experience, which has been 
extensive, I believe, in dealing with Communists and know- 
ing what they are; if I may be presumptuous enough to 
state, were I a member of Congress and asked to vote on 
that, I would vote for it. I think it would be a wise act. 

° ° 2 


LEAVE THE U.N.? “YES” 


Senator Jenner: I have one last question I would like to 
ask for our record. 

General, many people favor our withdrawal from the 
United Nations. I would like to know what your opinion is 
in regard to that matter? 

General Clark: Well, sir, here goes another honest answer. 
I have not had much respect for the United Nations. I don’t 
think that it has contributed much to the world problem. I 
realize they have a beautiful building and they involve 
themselves in most every conceivable kind of problems that 
affect the welfare of mankind, but nothing seems to happen. 


I believe to permit the Soviet Union to have its large num- 
ber of spies and saboteurs over here spawning in our country 
is wrong, and I think the thing ought to be organized as a 
United Nations against the Soviet Union. 

Mr. Carpenter: Would you want to fight another war as 
the United Nations’ commander? 

General Clark: As a military man, I am ready to go to war 
at any time my Government calls upon me in any capacity. 
Certainly it would have its difficulties and I would hope 
that, if we did fight again under the United Nations, that 
each of the countries that participates in the fight would 
put up a worthwhile contribution to the cause. I would 
rather answer it that way. 

co] a ° 

Senator Johnston: General, is it not true that the Russians 
are at the present time using the United Nations as a sound- 
ing board to find out this and find out that, and then know 
exactly how to proceed? 

General Clark: There is no question in my mind that they 
certainly are using it, and it is a very valuable asset to them 
to have their people over here who are able to run around 
our country and to get the views of our people. I think 
it is a great asset to them and a great detriment to us. 


For a congressional-committee report recommending that 
the U.S. break off diplomatic relations with Russia and the 
satellites, see page 93. 
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What Eisenhower Says About Russia and the U.N. 


At his press conference on August 
11, President Eisenhower was asked 
to comment on General Clark’s views 
about Russia and the U. N. Question 
and answer are given below, with the 
President’s remarks paraphrased, ac- 
cording to White House rules: 


Q: Mr. President, I wonder if you 
could tell us how you feel about re- 
current suggestions that this country 
sever diplomatic relations with Russia? 
The most recent of these comes from 
Gen. Mark Clark, who also didn’t 
think very highly of the present form 
of the U.N. ; 

The President: Gen. Mark Clark 
had been an intimate personal friend 
for more than 40 years, Mr. Eisen- 
hower said, and the General was an 
extremely capable soldier. But Gen- 
eral Clark’s views, as outlined by the 
reporter, were by no means the views 
of the Administration. 

Mr. Eisenhower said he thought 
General Clark was criticizing the Com- 
munist misuse of the United Nations 
instead of really criticizing the or- 
ganization itself. 

The President was quite certain 
that the world must retain a forum 
of this kind, established by agree- 
ment among all the major nations, in 


which to discuss their differences, 
he said. 

Mr. Eisenhower said he recognized 
clearly that the United Nations tends 
to become merely a forum for pro- 
paganda, a field in which we don’t 
seem to be as skillful as the other 
fellow. But, by and large, he believed 
our only hope was to improve this or- 
ganization, bring it closer in its effect 
and its operations to the great thoughts 
that inspired it, and were written into 
its Charter. The U.S. could not pos- 
sibly, as the President saw it, serve 
its interests now by just cutting off 
so-called diplomatic relations. 

The President added that if any- 
one would sit down and study all of 
the conflicting considerations objec- 
tively, and not merely shoot from the 
hip on such questions, he thought 
they would arrive at a somewhat sim- 
ilar conclusion. 


At the same press conference, Mr. 
Eisenhower gave his views on pre- 
ventive war: 


Q: Mr. President, there seem to be 
increasing suggestions that we should 
embark on a preventive war with the 
Communist world, some of these sug- 
gestions by people in high places. 


I wonder, sir, if you would care to 
address yourself to that proposition. 

The President: The term “preven- 
tive war” has been in use since the 
earliest days of Hitler, Mr. Eisen- 
hower said. That was about the first 
time he had heard it. 

In this day and time, he continued, 
if we believe for one second that weap- 
ons of nuclear fission and fusion would 
be used, what is a preventive war? 

Mr. Eisenhower said that a pre- 
ventive war, if it meant anything, 
meant waging some sort of quick 
police action in order to avoid a ter- 
rific cataclysm of destruction later. 

A preventive war, to his mind, is 
an impossibility today, the President 
said. How could you have one, the 
President asked, if one of its features 
would be several cities lying in ruins, 
several cities where many, many thou- 
sands of people would be dead and 
injured and mangled, with transpor- 
tation systems destroyed, sanitation 
implements and systems all gone? 
That isn’t preventive war, he said; 
that is war. 

Mr. Eisenhower said he didn’t be- 
lieve there was such a thing as pre- 
ventive war, and he wouldn't even 
listen seriously to anyone who came 
in and talked about such a thing. 
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ENATOR ARTHUR V. WATKINS (Rep.), of 
Utah, 67, who spent many years on 
the bench, is the man picked by the Sen- 
ate for a job that most Senators backed 
away from. He is to preside over the 
hearing of charges against Senator Joseph 
R. McCarthy (Rep.), of Wisconsin. 
Actually, this tends to make Senator 
Watkins a kind of presiding judge over 
an unusual kind of trial. Witnesses are 
to charge that Senator McCarthy is guilty 
of acts warranting censure by the Senate. 
And Senator McCarthy is to voice a 
denial to those charges. Senator Watkins 
and five other senatorial judges will write 
arn opinion of the facts as they see them 
and return this to the whole Senate. 
After the report of the special “court,” 
the Senate itself will decide whether Mr. 
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A Stickler for the Law 
Takes an Unwelcome Job 


Senator Watkins, of Utah, a former judge with 
a keen sense of duty, takes the job of getting 
at the facts behind the charges against Senator 
McCarthy. His Committee plans hearings that 
are to be bound by legal rules of evidence. 





McCarthy is guilty of conduct that war- 
rants censure. Such a vote, if in the affirm- 
ative, simply constitutes a frown of off- 
cial disapproval by the Senate as a whole. 
Two other Senators have gotten such 
votes of censure in the past and then gone 
ahead with their work much as before. 

No one knows how long the hearings 
by the Watkins Committee will run. 
They are to start on August 30, after the 
Senate has quit work and started idling 
its way through a recess. Then, even 
though radio commentators and _tele- 
vision cameras are barred from the hear- 
ing room, the Watkins group will be 
working in a full glare of publicity. The 
Committee will hold the center of the 
stage at a time when not much else is 
happening in Washington. 














—Sandeson in the Ft, Wayne News-Sentinel 


“JESTER OUT OF WORK!” 


For an experienced judge: an unusual kind of trial 
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—Fisher in the Portland (Oreg.) Journal 


“NOT AGAIN!” 


«e Judging McCarthy 
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Mr. Watkins and his fellow judges 
now are sifting through the 46 charges 
that have been raised against Mr. Me- 
Carthy, boiling them down into a little 
more than a dozen specific lines of in- 
quiry. Quite a few of the charges are 
being dropped as irrelevant. The Com- 
mittee wants to concentrate on those that 
deal directly with Mr. McCarthy’s con- 
duct as a Senator. 

The big question is whether the deeds 
of Senator McCarthy have been such as 
to bring the Senate itself into disrepute. 
His opponents contend that they have. 
Mr. McCarthy says that they have not. 

The charges take four principal lines. 
One group deals with the Senator’s per- 
sonal finances. A second relates to his 
attitude toward fellow Senators and 











Pletcher in the Sioux City Journal-Tribune 


“THE TARGET” 
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senatorial committees. A third raises 
questions about his words and acts to- 
ward the executive branch of the Gov- 
ernment and its employes. And a fourth 
questions things he has said and done 
about witnesses before the investigating 
committees that he has headed. 

Senator McCarthy denies there was 
anything wrong in his financial dealings 
with the Lustron Corporation, out of 
which the first charge arose. He defends 
his actions in relation to other Senators 
and Senate committees. He questions the 
right of the executive department to 
prevent federal employes from giving 
congressional committees secret infor- 
mation about wrongdoing. And he says 
he has not abused witnesses before his 
committee. 

A legal setting is to be provided for 
the hearing of the charges. Senator Wat- 
kins and two of his Committee col- 
leagues—half of the Committee—have 
backgrounds of experience on the bench. 
And they are mapping out rules of pro- 
cedure to conform to courtroom practice. 

This procedure is unusual for a Sen- 
ate committee. Rules of evidence such 
as prevail in most courts are to be used. 
Hearsay testimony is to be barred. Wit- 
nesses may testify only when they have 
direct knowledge of the facts bearing 
upon charges. Examination of witnesses 
must be relevant, material and compe- 
tent. Many of the things that helped to 
make the recent Pentagon-McCarthy 
hearings a good television show will not 
be present at this trial. 

There is no disposition to hurry the 
hearings to a hasty conclusion. The sena- 
torial judges will ask questions; either 
Senator McCarthy or his lawyer may 
examine witnesses. The hearings may 
result in a final decision in the Senate 
before the November elections. They 
may not. But chances are good that they 
will. 

This judicial approach is in line with 
Mr. Watkins’s way of thinking. He is 
slow to make up his mind and likes to 
look at all sides of an issue before com- 
ing to a decision. Once convinced, how- 
ever, he is all but unshakable. Neither 
criticism nor ridicule can change him. 

Senator Watkins has not expressed 
himself on the McCarthy issue. His own 
State has produced little mail either for 
or against the controversial Wisconsin 
Senator. Mr. Watkins kept silent through- 
out the Pentagon-McCarthy squabble. 
He did not take part in the debate on 
the resolution for censure, but, like other 
members of his Committee, did vote to 
have the censure resolution referred to a 
committee for an inquiry into the facts. 

Relations between Senators Watkins 
and McCarthy are good. The two men 
were elected to the Senate the same 
year. They were assigned to adjacent 
Seats on the Senate floor and are friendly 
neighbors, often jesting back and forth, 

(Continued on page 84) 
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‘Tale 
of Two 
Steers 


or— Why we have beef the year round 
instead of just at roundup time 





1. Tex and Buck were two steers which 
grew up on adjoining ranches. At 
roundup time (in late summer and fall, 
when the grass began to dry up) they 
left their home on the range to go to 
the city. 





2. At thé’stockyards the steers were 
sized up by two kinds of buyers: (1) 
Meat packers, who estimated how 
much beef they’could get out of them; 
(2) Cattle feeders, who estimated how 
much beef they could put on them. 





3. Tex, and others like him, was bought 
by a meat packer, and shortly there- 
after contributed his share of fine pot 
roasts, stews, and hamburgers. 





Headquarters, Chicago 
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4. Buck, on the other hand, wasn’t so 
well “‘finished’”’ and was bought, along 
with some other steers, by a cattle 
feeder—a man who runs a “boarding 
house’”’ for cattle. 








5. Here Buck lives a life of ease—with 
nothing to do but eat. (Actually this 
is very useful work, because he is turn- 
ing grains and grasses that people don’t, 
or can’t, eat into extra pounds of fine 
beef that they do want.) 
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6. In 3 to 6 months—after Buck has 
put on a lot of weight (200 to 450 lbs.) 
—he will return to the stockyards. He 
will arrive at the time of year when less 








7. Because farmers buy many cattle 
like ‘‘Buck’’ and add to their weight 
and quality, the supply of beef is 
evened out. If they didn’t, we’d have 
much less beef in the winter, spring and 
early summer—and prices of all beef 
would be much higher between one 
year’s roundup time and the next. 
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The Man, The News 





... Mr. Watkins finds 
no time for hobbies 


sharing jokes. Their legislative paths 
have never crossed. Only by the insist- 
ence of Vice President Richard M. Nixon 
that he should head the special Commit- 
tee as a matter of duty was Mr. Watkins 
led to take this post. 

Personally, Mr. Watkins is a mild- 
mannered, deeply religious man. As a 
matter of religious principle, he neither 
smokes nor drinks. Duty means a lot to 
him. Mr. Nixon’s argument was a telling 
one. 

Nevertheless, Senator Watkins is a 
very determined man. He has a strong 
temper, which he usually holds in check. 
When it gets away from him, his lan- 
guage takes on a vinegary tang. 

In Utah, Mr. Watkins liked to fish for 
mountain trout. In Washington, he is too 
busy for hobbies. He does not play golf, 
bridge, work at gardening, or do any of 
the time-consuming things that many of 
his colleagues find pleasure in. Any spare 
time goes into playing with his young 
granddaughter. And he reads avidly vast 
quantities of newspapers, magazines and 
books on current topics. 

By his votes, the Senator usually is 
rated a conservative. Aside from recla- 
mation dams in the West, he has voted 
against almost all kinds of spending. He 
has favored across-the-board cuts in ap- 
propriations, cuts in foreign aid, cuts in 
soil conservation. He tried to attach res- 
ervations to the Atlantic Pact and, when 
this failed, voted against the treaty. 

These, and other votes like them, often 
have put Mr. Watkins in a position to 
receive unfavorable publicity in some 
newspapers. Moreover, he was abrupt 
with newsmen when he first came to 
Washington. He got very angry at some 
of the things they wrote about him. But 
this did not change either his views 
or his votes. 

Like his father and mother, Mr. Wat- 
kins is a Mormon. He: grew up in a 
frontier settlement in the Wasatch 
Mountains, attended Utah’s public 
schools and Brigham Young University, 
then went to New York City as a Mormon 
missionary. After studying in the post- 
graduate schools of New York and Co- 
lumbia universities, Mr. Watkins went 
back to Utah to practice law. 

President of his church, a lawyer and 
businessman, active in community affairs, 
Mr. Watkins moved easily into politics, 
first to the bench, then to the Senate. 
But it is his training on the bench that 
he is to rely upon in the weeks ahead. 
He used to run his court with a firm 
hand. Those who saw him do so have no 
doubt that he will run the hearings in 
the same way. 
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Report From the President: 


WHERE BUSINESS STANDS 
IN SECOND REPUBLICAN YEAR 








Through the coming congressional cam- 
paigns, you will be hearing much debate on 
this question: Has the Republican take-over 
in Washington been bad for the economy? 

President Eisenhower gives this answer, 
backed by official figures: 

The U.S. is more prosperous today than it 











ever was before he took office in 1952. The 
downturn set in last year from record heights. 
It was very small and has now halted. Signs 
of improvement are numerous. Value of the 
dollar is being preserved. 

This White House view of the economic rec- 
ord of the past two years will be cited often. 











Following is the complete text of a statement issued Aug. 
12, 1954, by President Eisenhower on the U. S. economy: 


1. The paramount fact about the economy at midyear ‘is 
that the recent decline in economic activity has come to a 
halt. For the last six months, the Federal Reserve index of 
industrial production has moved within an extremely narrow 
range. At the beginning of the year the index stood at 125 
(average 1947-49 equals 100). In March and April, the index 
registered 123; in May and June, 124. 

2. In view of this narrow range of fluctuation in total in- 
dustrial production during the past six months, we may justly 
take an average of the past six months as indicative of the 
recent level of economic activity. It then becomes of interest 
to compare this level with that attained by the economy 
during the first half of 1953, when our nation was enjoying 
the greatest prosperity we have yet known. 

3. Making that comparison, we find that industrial pro- 
duction has been running 8.1 per cent lower in 1954 than 
in 1953. 

But, in forming a judgment about the state of the economy, 
we must bear in mind that the widely used Federal Reserve 
index of production covers only manufacturing and mining; 
that it omits construction, agriculture, transportation, and the 
great range of personal services; and that the omitted parts 
are much more important sources of employment than the 
included parts. 

It is desirable, therefore, to look at more comprehensive 
measures or indicators of economic activity. 

4. The most significant of these measures are the follow- 
ing: 

(a) Gross national product—which expresses the dollar val- 
ue of the nation’s total output of commodities and services. 

(b) Nonagricultural employment (as estimated by the 
Bureau of Labor Statistics)—which expresses the number of 
wage and salary workers in business establishments outside 
of agriculture. 

(c) Personal income—which is simply the sum of all in- 
dividual and family incomes. 

(d) Disposable personal income—which is simply the sum 
of all individual and family incomes minus personal income 
tax payments. 

(e) Bank debits outside New York City—which express 
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debits to individual and business bank accounts, and thus 
measure the flow of money payments in industrial, commer- 
cial and, to some degree, financial transactions. (New York 
City debits are omitted because they are dominated by finan- 
cial transactions. ) 

5. When we now compare the first half of 1954 with the 
first half of 1953, we obtain the following results: 

Per Cent Change 


From Ist Half of 1953 
To Ist Half of 1954 


Gross national product 20 
Nonagricultural employment —2.6 
Personal income +0.2 
Disposable personal income +1.4 
Bank debits outside New York City +0.9 


It is fair to conclude from these facts that the recent eco- 
nomic decline, on an over-all basis, has been very small. This 
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conclusion will not be changed if we take account of the 
increase in population. Thus, while the total disposable per- 
sonal income increased 1.4 per cent, the disposable personal 
income per capita declined merely 0.3 per cent between 
the first half of 1953 and the first half of 1954. 

6. In judging the performance of the American economy 
during 1954, we have taken the first half of 1953 as the 
standard. It may help us to see the current state of the econ- 
omy in better perspective if we go one year further back. The 
first half of 1952 was not characterized by the same intensity 
of activity, but it was the best year we had experienced prior 
to 1953. 

Therefore, while 1952 does not provide us with as high 
a standard as 1953; it still constitutes a very high standard. 

7. If we now compare the first half of 1954 with the first 
half of 1952, the showing of the rather broad indicators to 
which we have already referred is as follows: 


Per Cent Change 
From Ist Half of 1952 
To Ist Half of 1954 


Industrial production +3.3 
Gross national product +4.4 
Nonagricultural employment ot | | 
Personal income +72 
Disposable personal income +8.8 
Per capita disposable income +5.3 


Bank debits outside New York City +10.2 


Every one of these indicators shows a rise, and some of the 
increases are not small. 

Since 1952 was the best year before this Administration 
took office, it follows that economic activity of late has been 
higher than at any time before this ‘Administration assumed 
responsibility. And since 1953 was a still better year than 
1954 is turning out to be, it follows that the over-all perform- 
ance of the American economy thus far during this Admin- 
istration has been better than during any earlier time. 

8. Some of the economic indicators used above are ex- 
pressed in a physical unit, others in a monetary unit. It is 
well, therefore, to say a word about the price level. 

When we compare the first half of 1954 with the first half 
of 1953, we find that the index of wholesale prices is up 0.8 
per cent and that the index of consumer prices is up 1.1 
per cent. 

Not only are these increases tiny, but our measures of 
price movements fail to take account of discounts, conces- 
sions, bargain sales, etc., that have been a significant fea- 
{ ure of recent markets. If we allow for these developments, we 
can surely say, without the slightest fear of contradiction, that 
the value of the people’s money has remained entirely intact. 

This conclusion also holds if we carry comparisons one 
year further back—that is, if we compare the first half of 
1954 with the first half of 1952. On this basis, the index of 
wholesale prices is down 1.3 per cent and the index of con- 
sumer prices is up 1.9 per cent. 

9. Let us take note of another fact, namely, that while 
recent economic activity has been at a high level and the 
value of the dollar has been stable, the increase in wages— 
which is one of the principal expressions of the progressive- 
ness of the American economy—has continued. 

Average hourly earnings have moved as follows: 


Per Cent Change From the 


First a First Half of 

1952 to First 1958 to First 

Half of 1954 —_ Half of 1954 
Manufacturing, total .................. +9.1 +2.9 
RE Sa Re ee +9.2 +2.2 
RRIIID : Sicsicsitesanieinmiincs +7.8 +3.8 
Building construction ............... +13.3 +5.3 
on Rana LF STEERS +10.8 +4.3 
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10. The above statistics suggest a high—or even an im- 
proving—state of economic welfare. An economic historian of 
an earlier generation, if confronted with facts such as these, 
would have felt no hesitation in describing recent times as a 
period of great prosperity. 

And if our imaginary historian had stopped to take account 
of the difficulties of shifting from a war to a more nearly 
peace economy, with Government expenditure on national 
security dropping nearly one fifth in a year, he might well 
have described the last year or two as a time when economic 
miracles were being wrought. 

11. Not all of our contemporaries, however, are describing 
the performance of the American economy in these byrical 
terms. The reason is partly that a decline occurred after July, 
1953, in economic activity, particularly. in employment, and 
that the thinking of many people is geared to the concept of 
uninterrupted progress. The reason is partly that this rather 
minor decline has been better advertised than many major 
declines of our past. 

The reason is also that, while the decline has been small 
on an over-all basis, it has affected seriously some industries, 
communities, and groups in our society. Factory employment, 
particularly in the durable-goods industries, has suffered, 
while agricultural prices and incomes have shown the adverse 
effects of shrinking export markets and unbalanced _pro- 
duction. 

12. Unemployment is now greater than during the time 
of the Korean war, as the following figures indicate: 


Unemployment as Per Cent of 
Civilian Labor Force 


1949 1950 1951 1952 1953 1954 


January-March of T2 33 32 23 
April-June S34 52 28 3237 38 &3 
July 64 50 29 30 24 51 


It is clear, however, that unemployment in recent months 
has not been larger than during comparable months in 1949 
and 1950. 

13. Moreover, the rate of unemployment has shown some 
tendency to diminish of late. This is one of numerous signs 
of economic improvement. Retail sales have recently been 
rising again. Business expenditures on capital expansion and 
improvement are continuing at a high rate. New construc- 
tion contracts are running well above the level of a year 
ago. 7 

Inventories have been reduced and are now in better ad- 
justment to current sales. The financial markets have been 
displaying great strength. The level of business and consumer 
confidence in the economic future is high and improving. 

14. The standards that our generation apply to the per- 
formance of an economic system are very different from those 
that our fathers applied and even different from those that 
we ourselves applied only a few years ago. It is a good thing 
that our standards are higher. Great economic and _ social 
achievements will not be made unless we are sensitive to the 
need for making them. 

The economic program being enacted by the present 
Congress marks a milestone in constructive legislation. It will 
help to reduce unemployment and to stimulate enterprise and 
development in all directions. 

In the months and years ahead, we must continue to bring 
knowledge, cool judgment, and a concern for people to the 
consideration of economic problems. In the measure that we 
do this, we may look forward with great confidence to the 
future. 


For an article on business prospects through 1955, in- 
cluding the coming Christmas season, housing and the auto 
industry, see page 17. 
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SPAR... the low cost radar landing system 


- +» SPAR brings in planes — accurately, rapidly, safely — in any 
weather — increases revenue for airport and municipality. 


Write for Performance Specifications 
- ++ SPAR has been tested and proven in thousands of actual on SPAR, and delivery dates. In- 


landings. quiries for export sales should be 


addressed to Bendix International 
Division, Bendix Aviation Cor- 


poration, 205 East 42nd Street, 
- ++ SPAR costs 1/5th the price of any other existing GCA landing New York 17, New York. 
system — is economical to maintain — can be operated by one man. 


- «+ SPARis mobile — has been completely assembled in less than 
one hour — reoriented to another runway in less than 10 minutes. 


«+ + SPARis immediately available — the only low-cost GCA land- 
ing system actually in production. 


/ 
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for creative developments in the field of electronics . . . watch LFE 


LABORATORY tor @tEC*TFRONICS, tne. 
75 Pitts Street, Boston 14, Mass. 








(This article represents the result of an extensive 
research on a problem of outstanding importance.) 
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BILLIONS FREED 


FOR BUSINESS GROWTH 


Private enterprise gets a big 
boost from the new tax law. 

Billions of additional tax-free 
dollars may be set aside each 
year to expand and improve 
operations of business. 

Stockholders, workers, man- 
agement are expected to bene- 
fit from the tax treatment that 
now applies to new investments. 


Billions of dollars are to be freed 
for business expansion through the 
working of the country’s new tax law. 
These billions will increase as the 
years go by, providing more funds for 
investment. 

To encourage growth of private enter- 
prise, the Government hereafter will per- 
mit businessmen to recover more quickly 
the cost of new plant and equipment. 
This marks the first time in 20 years that 
the ordinary businessman has been given 
a real tax incentive to expand and im- 
prove his operations. 







a ee 


8 ER — 
oS = > 4 





OTN SRE Sa Sores 


It is another example of a tax policy 
that is geared to the idea that private 
enterprise can establish an expanding 
economy, with more jobs, rising activity, 
higher standards of living. In the New 
Deal period and during war years, the 
basis for any growth was supplied by ex- 
panding Government operations. 

This new incentive will grow in im- 
portance over the years ahead. It will 
show up in balance sheets of corporations 
and probably in dividends paid to stock- 
holders. 

As a result of this change, business- 
men are to be allowed to pay off, in tax- 
free deductions from earnings, about two 
thirds of the cost of new equipment dur- 
ing the first half of the useful life of that 
equipment. That means more after-tax 
income during the early years that the 
equipment is used. 

In dollar terms, some 15.5 billions a 
year is expected to be charged off in the 
years 1954 through 1958, 6.5 billions 
more than the average of 9 billions 
charged off each year in the 1949-53 
period. Over the longer run, as the chart 
on this page shows, annual write-offs are 
expected to go even higher. Estimates 
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for the future assume an average annual 
growth of 3 per cent in the outlay for 
new plant and equipment. Actually, the 
growth may be larger because of the 
incentive for expansion supplied by the 
new tax law. 

The real importance of this device is 
that businessmen now can save taxes by 
building plants and buying machinery 
that will add to their earning capacity. 
In other words, they are given dollars- 
and-cents encouragement by the Gov- 
ernment to expand and improve their 
operations. 

The encouragement comes in two 
ways. In the first place, businessmen can 
reduce their taxes by laying aside more 
money each year as depreciation reserves 
on new equipment. That gives them 
more money to plow back into the busi- 
ness, more funds to continue the kind of 
expansion that means more production 
and lower costs. 

In the second place, business opera- 
tors are promised that if they do expand, 
they can cut their risks by paying off a 
large part of the cost of new equipment 
in a shorter time. That is likely to prompt 
them to go ahead with new installations. 


— $29.8 
BILLION A YEAR 






$25.5 
BILLION A YEAR 
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Who gains. This prospect is expected 
to be particularly appealing to young and 
growing companies. Young firms often 
find it difficult to raise the money they 
need to finance their growth. The 
changed policy on depreciation will per- 
mit them to use more of their own earn- 
ings for growth without paying taxes on 
those earnings. In the past, high taxes 
and rigid depreciation rules hampered 
the expansion of new and_ growing 
firms. 

Old and established companies also 
are expected to find benefits in the new 
law. Since 1946 these firms were forced 
to hold back a large part of their earn- 
ings, after taxes, for reinvestment in the 
business. The average retained was 55.5 
per cent a year. That resulted in smaller 
payments to stockholders as dividends. 

In the future, deductions for deprecia- 
tion on new installations, taken before 
taxes, can provide more of these needed 
funds. That means a larger share of 
after-tax earnings probably can be dis- 
tributed to stockholders. This was the 
condition that prevailed in the 1920s, 
when corporations were allowed to write 
their own depreciation policies. 

How it works. The new tax law per- 
mits business firms to charge off depreci- 
ation at a rate that is twice as high as 
under the old law. But the new rate 
applies only to the unrecovered part of 
the equipment. This is known as the 
“declining balance” method of deprecia- 
tion, as distinct from the “straight line” 
method formerly required. 

Under the old law, a $10,000 machine 
with a 10-year life, for example, had to 
be charged off at a straight rate of 
$1,000 a year, or 10 per cent. Under the 
new law, $2,000, or 20 per cent of 
$10,000, can be charged off the first 
year; $1,600, or 20 per cent of the re- 
maining $8,000, can be charged off the 
second year, and so on down. Alternate 
methods of applying the more liberal 
depreciation policies bring about the 
same results—a larger write-off in early 
years of the equipment’s life. 

The new policies are reported to con- 
form more closely to what actually hap- 
pens to new investments in business op- 
erations. Wear, tear and obsolescence of 
plant and equipment are said to be 
greater during the early years of use 
than in the later years of service. The 
Machinery and Allied Products Institute, 
trade association for the machinery in- 
dustry, estimates that, over the years, 
improper methods of depreciation have 
resulted in a substantial deficiency of re- 
serves of corporations. 

In 1934, the straight-line method of 
depreciation was adopted by the Treas- 
ury in response to a proposal of Congress 
to obtain more revenue, temporarily, by 
reducing depreciation allowances. The 
schedules then set up have been applied 
until now, with the result that the Insti- 

(Continued on page 90) 
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‘| Baltimore Business Form 
does the work of 2! 


Until recently a large wholesale distribu- 
tor used separate order and invoice forms, 
had a lag of from five to ten days between 
delivery and billing. Baltimore Business 
Form experts considered the problem, 
designed and recommended a single form. 
Result: Same-day billing, one form, less 
cash tie-up, less costly office routine. 


WHAT’S YOUR PROBLEM? Leading 
department and retail stores, whole- 
salers, delivery services, manufacturers, 
banks... all have found that Baltimore 
Business Forms save time, trouble and 
money. Why do these forms effect such 
important savings? Because Baltimore 


Business Forms are designed to fill 
specific business requirements. 


Since 1916, our design and manufacturing 
experts have solved countless problems 
in serving over 60,000 of the nation’s 
leading business houses. Their wealth 
of experience ideally qualifies them to 
help you. Remember, often a single sug- 
gestion may save hundreds . . . even 
thousands . . . of dollars for your com- 
pany. So re-evaluate your present 
system in the light of today’s constantly 
changing conditions. Let one of our 
Business Form specialists help you in 
solving your business forms problems. 


BALTIMORE BUSINESS FORMS 


Saving time and reducing costs in business and industry 


The Baltimore Salesbook Company 





The Baltimore Salesbook Company 


3132 Frederick Avenue—Baltimore 29, Maryland 
We are interested in seeing samples of Baltimore Business Forms. 
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Get all the 
sales your 
advertising,’ 
makes! 


When your national adver- 
tising sends customers to your 
dealer, they are often pre-sold on 
a particular model. If the dealer 
doesn’t stock it, he switches your 
sale to another brand. 





Label the dealer unmistakably with 
the public ...and he becomes your 
dealer! A dominating brandname 
sign on his storefront “signs him 
up” with the public ...completing 
the cycle you started with your 
national advertising. Now, public 
recognition makes him your dealer. 
The people who see your name in 
front of a dealer’s store naturally 
look to him for your products. They 
will soon show him that they ex- 
pect him to carry every model of 
your line. Then, if there’s any 
switching of brands, it will all be 
in your favor. 


Shown are two of 
the many styles of 
Plastilux® signs 

available. 







for free sub« 
' scription to SIGNews... 
| or one of our SiGNver- 
| tising® Engineers will 
gladly call to assist you 
in planning your dealer 
| identification program. 


NEON PRODUCTS, INC. 


306 NEON AVE., LIMA, OHIO 
In Canada: TEK PLASTICS, Ltd., Ontario 








Toronto, 


TGM vertising > 


THE SCIENCE OF SELLING WITH SIGN 
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. .. Smaller compani2s, new ventures expected to gain 


tute figures that write-offs actually are 
29.7 billion dollars too low. Those esti- 
mates are based upon original costs. If 
replacement costs are considered, the 
deficiency would be much higher- be- 
cause of price increases since installa- 
tions were originally made. 

These studies suggest that tax laws 
have operated in the last 20 years to 
retard America’s business growth by dis- 
couraging companies from setting aside 
proper amounts to take care of wear and 
tear. In the new tax law, Congress moved 
to meet this criticism so far as future 
investments are concerned. 

Over the 20 years ahead-—if busi- 
ness investment increases at the rate of 
3 per cent a year—the new tax policy 
will free an additional 86.4 billion dollars 
to finance industrial growth. That is the 
prospect through 1973. The more liberal 
depreciation allowances are likely both 
to encourage increases in capacity and 
to promote the replacement of old ma- 
chinery with new types. 

For example, when a business firm can 
write off in five years two thirds of the 
cost of a machine tool, instead of half 
the cost, the company is likely to buy an 
improved tool earlier than it otherwise 
would have made the purchase. This in- 
centive applies not only to machinery in 
factories, but to equipment in offices, 
stores and warehouses. Farmers get the 
same incentives on their tractors, com- 
bines, trucks and other equipment. Phy- 
sicians can apply the new depreciation 
rates to X-ray machines and other ex- 
pensive installations. The same goes for 
dentists, whose investment in equipment 
is large. 

The new tax policy, therefore, appears 
quite likely to stimulate the demand for 
machinery and equipment of all types, 
and thus to have a spreading effect on 
the so-called capital-goods industries. 

The construction industry also is like- 
ly to be stimulated by more liberal de- 
preciation allowances in the years ahead. 
When depreciation reserves grow, the 
temptation is likely to become greater 
to scrap old factories for new plants, or 
to improve existing plants by remodeling. 
The new tax policy, in fact, recognizes 
that private enterprise thrives on im- 
provement and growth, and seeks to pro- 
vide a business climate that will encour- 
age that trend. 

The new policy further permits busi- 
nesses to rely more on their own re- 
sources for expansion and less on out- 
side financing. This should prove to be 
a boon for small companies. These firms, 
in most instances, have a hard time get- 
ting money through issues of securities 
or from banks and insurance companies. 


When they need capital, they usually 
must rely on local investors, or on keep- 
ing past profits in the business. Now, 
with accelerated write-offs, small firms 
can get access to more money for rein- 
vestment in the early years of operations 
—a time when money usually is most 
needed. 

New ventures also are likely to be 
stimulated, indirectly. A more liberal de- 
preciation policy will not itself attract 
capital into a new’ enterprise. That takes 
{nancial investment by owners or asso- 
ciates. But a new project is quite likely 
to appear more attractive when the risk 
takers know that a sizable part of future 
needs can be drawn from depreciation. 

The new tax policy as applied to in- 
vestment, in effect, is another example of 





; -Ford News Dept. 
GOING UP 
. «. new plant and equipment 


the Administration’s program to lift the 
hand of Government from private busi- 
ness. In 1934, when the policy now 
abandoned was installed, the Treasury 
set up schedules outlining the useful life 
of capital assets. Then business firms 
were told to write off those assets at a 
rate fixed by the Treasury. If a business- 
man disputed a Treasury schedule, it 
was up to him to prove that the schedule 
was unreasonable. The idea of Govern- 
ment was to make sure that write-offs 
would not result in lower tax collections. 

Now the emphasis has changed. The 
basic idea is that by giving business more 
leeway, both the country and the Treas- 
ury will benefit in the long run. 


For other sources of funds for business 
growth, see page 112. 
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Old ‘Time Craftsmanship 


in a matter of minutes 


erence admires the work of the 
4 old-time craftsman. From his lit- 
tered shop came wares that smacked of 
great skill and tireless finishing. But, 
because he had to spend long hours on 
each piece, production was low and 
prices high. 

It’s different today. Plastic molders 
work hard designing their products, just 
like the old-time craftsman. But, once 
that’s done, they make their labors pay 
off. Refrigerator inner doors, radio 
cabinets, housewares, toys, wall tile, 
and hundreds of other colorful, beauti- 
fully designed products come off the 
production line in great quantity and 
at attractive prices. Modern chemistry 
—and the wonderful new plastics that 
it has created — is the secret of the 
plastic molder’s advantage over his 
counterpart of yesteryear. These new 
plastics can be molded into perfect 


all in 





reproductions of the original 
minutes instead of hours. 
To supply the plastics industry with 
the best quality molding materials, 
Koppers Chemists have developed a 
whole family of polystyrene plastics. 
Some are especially tough, others stand 
hivher temperatures or are easier to 
mold. They all yield products that have 





smooth finishes, attractive colors and 
are light in weight. Each Koppers 
Polystyrene is designed to make prod- 
ucts better, and to help cut production 
costs, so that plastic molders can com- 
bine the craftsman’s skill with mass 
production techniques, to bring more 
attractively priced, high-quality prod- 
ucts into your home. 


Making plastics is just one way in which Koppers serves industry and you. Among its many products are 
chemicals, pressure-treated wood, road materials, protective coatings, creosote, flexible couplings, in- 


dustrial fans and piston rings. Koppers also designs and constructs coke ovens and integrated steel plants. 


KOPPERS COMPANY, INC., 


PITTSBURGH 19, PENNSYLVANIA 











THIS SHIP SAILS UNDER AN UMBRELLA ! 


It’s an umbrella of insurance protection . . . and it benefits you 

as well as ship and shipper. Under Ocean Marine coverage—one of 
the many classes of insurance written by The Home through its agents 
and brokers—both the hull and cargo can be insured against damage 
or loss. Thus, America’s merchants and manufacturers—as well as 


her merchant fleet—are sheltered by this umbrella of protection. 


Every Home agent can offer the full facilities of Home’s Marine 
Department—whether he is located in a seaport or a thousand miles 


from the ocean. As always, your local agent is the man to see! 


FIRE »« AUTOMOBILE «+ 
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* THE HOME* 
(Cusurance Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 


MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 





P.S. to Sunday sailors — 
You don’t have to own a liner to benefit 


by Home’s sea-going insurance. From an 
outboard motorboat to a yacht, there’s 
an “insurance umbrella” to fit your craft. 
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The Home, through its agents and brokers, is America’s leading insurance protector of American homes and the homes of American industry. 
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| Congress Committee Urges: 


ence with the Communist world? 


it would be suicide for the U. S. to try it. 


Full text of a section of the Second Interim Report of the 
House Committee on Communist Aggression, headed by Rep- 
resentative Charles J. Kersten (Rep.), of Wisconsin: 


The leaders of the Kremlin drink a toast to coexistence. 
They ardently hope that the free world will adopt a policy of 
coexistence with international Communism. 

If the free world were to accept such a policy, it could only 
be based on the vain hope that, given time, the leaders of the 
Communist regime and the Communist tenets of government 
would graduai!y lose their aggressive and inimical attitude 
toward the West—that the U.S.S.R. would eventually become 
a peaceful n.«inber of the society of nations. 

But all the evidence heard before our Committee con- 
clusively proves that the Communists want time—not to 
become civilized—but to digest their 
gains and to mold their millions of cap- 
tive peoples into willing slaves of greater 
aggressions. 

The testimony of Dr. Jaroslav Stransky, 
the Minister of Justice in the Benes Gov- 
ernment [last free Government] in Czecho- 
slovakia, has particular significance on the 
proposition of coexistence. He was a So- 
cialist, and like most Socialists, sought to 
co-operate with the Communists: 

“The Chairman: Just one final point. 
Do you not think that the history of 
Czechoslovakia proves beyond any shad- 
ow of doubt that there is no such thing 
as a peaceful coexistence between the free 
world and Communism? 

“Dr. Jaroslav Stransky: That is right, 
and we only fear that the other world 
will not realize it. This was the fruit of 
our example. 

“The Chairman: It meant the downfall 
of Czechoslovakia to try in every way to 
get along with the Communists, did it 
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Can the free world live in peaceful coexist- 


A nine-man committee of Congress, study- 
ing the aims of the Soviets, says ‘‘No,’’ warns 


What the U.S. should do, this committee 
says unanimously, is to withdraw diplomatic 





U.S. SHOULD BREAK WITH SOVIET, 
CUT OFF ALL TRADE 


President Is Asked to Call World Conference Against Reds 


recognition from Russia and its satellites, then 
lead a drive to defeat Communism. 

Another suggestion that the U.S. break 
off relations with Russia came from Gen. Mark 
Clark. His statement, and President Eisen- 
hower’'s reaction, can be found on page 75. 

The committee's recommendations follow. 


“Dr. Jaroslav Stransky: Yes.” 

The history of Czechoslovakia is the history of every 
government that tried to coexist, or co-operate, with the 
Communists. 

The acceptance by the West of a policy of coexistence with 
Communism would be an acceptance of the greatest system 
of human slavery known in history. It would give tacit 
approval to the slave-labor camps of the U.S.S.R., the system 
of terror imposed by the Communist police over their peo- 
ple. It would endorse the barbed wire of the Iron Curtain, 
the savage dogs, machine guns and- mine fields that are 
meant to keep the curtain impassable. It would put the 
stamp of approval on the present Communist system of con- 
tinuous mass murder of all the best elements of society in 
order that the Communists may maintain control. 

A policy of coexistence would be fatal 
to the free world because: 

1. The Communists don’t intend peace- 
ful coexistence with the West but wish to 
use it as a smoke screen to gain time to 
prepare and develop their economic and 
military resources into an irresistible strik- 
ing force against the free world. 

2. It gives the Communists time to 
raise a new generation of fanatical fighters 
against the free world. The evidence is 
conclusive that the Communists are using 
every effort to indoctrinate the children 
with hate for the West. 

A policy of coexistence can have only 
one effect upon the West: to lull the West 
into impotence while the Communists pre- 
pare for a universal war to carry out the 
plan that they have had from the begir- 
ning: to extend their Red colonial system 
throughout the world. 

Communism is the opiate of nations. 
Coexistence is a poisonous formula dis- 
tilled by Communism—it can lead only 
to our destruction. 
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PRELIMINARY FINDINGS 


Based upon the testimony and other evidence thus far pre- 
sented to the Committee, at hearings held in Chicago, New 
York, London, Munich and Berlin, the Committee makes the 
following preliminary findings: 

1. Communism never has come to power by legal or by 
democratic processes in any of the areas now under its ruth- 
less domination. It uses the tactics of penetration, subversion, 
threat of military invasion, and finally occupation by military 
and political elements under the direction and control of the 
Kremlin. 

2. Once Communism seizes contro] it immediately seeks to 
clothe itself with respectability and legality by conducting so- 
called elections which are in no sense of the word free elec- 
tions guaranteed by the secret ballot. Moreover, the results 
are predetermined long in advance of the first vote cast. 

3. Communism is able to maintain control over the peoples 
it enslaves only by the exercise of the most brutal and in- 
human methods known to mankind, such as wholesale arrests 
and deportations, forced famines, mass killings, and the crime 
of genocide against entire nations. The former Crimean 
Autonomous Republic (Crimean-Tatar Republic) and the 
former autonomous Republic of Chechen-Inguish and Kalmuk 
are specific examples of the crime of genocide. 

4. Life under Communism is one of ruthless and absolute 
tyranny. The state is god. The dignity and inherent rights of 
man have no place under Communism. The free world is 
losing the battle for the minds and allegiance of youth in the 
countries and areas under Communist domination. 

5. As far as the Communists are concerned, treaties, 
mutual-assistance pacts, nonaggression pacts, or solemn cov- 
enants are mere scraps of paper. Agreements or pledges made 
at the conference table are broken any time such action serves 
the Communist table for world conquest. 

6. Communism is a conspiracy which utilizes an extensive 
and complex international criminal mechanism. It seeks to 
destroy all free nations and to replace them with a system of 
Red colonialism. 

7. The peoples of the captive nations and other areas under 
Communist control are by tradition overwhelmingly anti- 
Communist. They desire their national independence and are 
still friendly to the free world. However, witness after witness 
testified that time is working against us and that in many 
important respects anti-Communist-sponsored programs and 
activities were not producing the desired results. 

8. Recent civilian and military escapees from behind the 
Iron Curtain testified that there would be many more im- 
portant escapes to freedom if the Western world adopted 
more specific and dynamic programs of asylum. Such pro- 
grams would be the most effective answer to the constant 
Communist propaganda that those who escaped are being 
cast aside after their usefulness is ended. 

9. The leaders of the international Communist conspiracy 
regard the United States as the main roadblock to their plan 
for world conquest. 

We must be constantly vigilant for a sneak attack which 
will be unleashed at a time and under circumstances dictated 
by the Kremlin. 

10. Communism is an irreconcilable enemy of religion 
whether it be Protestant, Catholic, Jewish, Orthodox, or 
Moslem. Religious leaders of all denominations have been 
persecuted or killed. In the godless world of Communism 
there is no freedom of religion. 

11. The basic unit of civilization, the family, is being 
destroyed in all captive nations occupied by the Communists. 
Youth is being trained in an absolute devotion to Communism 
and is required to spy upon the “correct” thinking and activ- 
ities of parents and relatives. 
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12. Under Communism, free labor, organized or un- 
organized, does not exist. The free press and all other aspects 
of individual enterprise have been eliminated... 


CONCLUSION 


Because of the foregoing findings, based on testimony sworn 
to before the Committee, we conclude that peaceful co- 
existence is a Communist myth which can be attained only 
through the complete surrender of our free way of life for 
one of slavery under Moscow-controlled Communism. 


RECOMMENDATIONS 


1. That the President of the United States take the ini- 
tiative in convening an international conference of all free 
non-Communist nations for the following purposes: 

(a) To express formal recognition of the fact that the 
Communist governments, which now control over 800 million 
human beings, are not representative of the will of the people. 

(b) To seek agreement whereby the free non-Communist 
nations acting in concert will withdraw diplomatic recogni- 
tion from all Moscow-controlled Communist governments. 

(c) To reaffirm the friendship and solidarity of the people 
of the free world with the people and nations enslaved by 
Communism. 

(d) To develop a program for the rapid and complete 
termination of all commercial treaties and trade with Com- 
munist governments and the initiation of a program of trade 
among all non-Communist nations which will strengthen the 
security of the free world. 

(e) To develop an over-all, dynamic program for the defeat 
of the international Communist conspiracy. 

2. That the President immediately establish the national 
military units [composed of escapees from Iron Curtain 
countries] authorized under section 101 (a) (1) of the Mutual 
Security Act of 1951 asamended. Such national military units 
will demonstrate by deed to the millions of people held cap- 
tive within the Communist empire that we are firmly allied 
with them in their hopes and struggles to attain freedom and 
national independence. This includes large numbers of men 
conscripted into the Red Army and other military establish- 
ments under Communist control. 

3. That Congress enact H. R. 8000, known as the Political 
Asylum Act of 1954, to provide for the effective re-establish- 
ment of selected escapees in the free world. 

4. That peaceful coexistence be clearly identified as a 
Communist myth. It should be rejected on the grounds that 
it is impossible for a civilization based on a belief in Almighty 
God to coexist with an aggressive criminal conspiracy dedi- 
cated to the destruction of civilization and the enslavement of 
all mankind. 

5. That an International Juridical Commission be estab- 
lished within the framework of the North Atlantic Treaty 
Organization so that Communist crimes perpetrated against 
humanity be fully recorded and officially noted for prosecu- 
tion. 

6. That this report and the record of testimony be trans- 
mitted to the United States Ambassador to the United Nations 
with the request that they be made available to the delegates 
of the other member nations so that the world may see the 
incriminating evidence against the international conspirators 
who seek to destroy nations and individuals, religion and edu- 
cation, free labor, free enterprise, free speech, free press and 
freedom itself. 


For Gen. Mark Clark’s views on what to do about Com- 
munism, and President Eisenhower’s reaction to them, see 
page 75. 
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FOR CENTURIES brass has been a sturdy sailor. It withstands 
the corroding attack of salt water. That’s why you'll find so 





le your product much brass aboard ship. Chase brass and other corrosion-resist- 


ant copper alloys are chosen by manufacturers for thousands 
of products. 


atraido! Of b/ater ? Ask your Chase wholesaler about Chase rod, sheet, wire or 


Kansas City, Mo. 


Los Angeles 


Milwaukee — Minneapolis 


Newark 


tube. He'll give you top-notch service, backed by Chase mills 
and 24 Chase warehouses throughout the nation. Chase Brass & 
Copper Co., Incorporated, Waterbury 20, Conn. 
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MarTureson’s Warp 


Seven years... 
ten-fold growth 


Seven years ago, Baltimore’s Mathieson 
Chemical Corporation was a regional al- 
kali producer, but not today. Today, with 
plants and offices in 26 states, Mathieson 
is an acknowledged world leader in mak- 
ing products that range from basic chem- 
icals for industry to Squibb pharmaceu- 
ticals for the home. 


With this expansion, Donald G. Ward, 
Mathieson’s Director of Transportation, 
has seen new complexities enter into his 
important job. He frequently looks to the 
Wabash Railroad for help in easing them. 


“Since 1947, our company has had a ten- 
fold increase in sales,” says Mr. Ward. 
“And Wabash has cooperated fully in help- 
ing to solve the mounting shipping prob- 
lems that go hand-in-hand with growth. I 
am well pleased with the service received 
and the efficiency of Wabash personnel.” 


Working with a fast-growing company is 
a “natural” for Wabash. Wabash itself is 
known for its progressiveness—and not 
just because it has modern equipment. It 
also has a modern way of thinking . . . with 
Wabash represesitatives in 45 key cities 
to tell you about it. 
P. A. Spiegelberg 
Freight Traffic Manager 
ce St. Lovis 1, Missouri 


\Wl\ WABASH RAILROAD 


Road of the Men Who Move the Goods 
96 








Lt st 





AROUND THE 





WORL D® 


ABOUT RAIN 





EUROPE DRIPS, SHIVERS 


LONDON—Weather has been just as 
discouraging in Europe as in the United 
States. 

On this side of the Atlantic, however, 
it’s not drought but rain that causes all 
the. grumbling. 

Britain is undergoing its most rainy 
summer in 50 years. France is plagued 
by gales and low temperatures. Down- 
pours have caused catastrophic floods in 
Germany. In Paris and Berlin, outdoor 
cafés present bleak vistas of empty chairs 
beneath gray skies. 

Resorts, especially, are taking it on the 
chin. At beach towns in England and 
France, it is common to see holiday visi- 
tors glumly munching sandwiches inside 
motor coaches, or paddling about indoor 
pools. Outdoor concessionaires are losing 
money steadily. 

It has been a hard summer, too, on 
companies that issue “rain insurance” to 
tourists at most resorts where there are 
official rainfall gauges. More such poli- 
cies have been taken out this year than 
ever before, and the insurance company 
has to pay off whenever a rainfall gauge 
registers enough precipitation to warrant 
a claim by a tourist. 

The prolonged grim weather has up- 
set schedules for sports events and fes- 
tivals throughout Western Europe with 
clocklike regularity. Cricket and tennis 
matches in England are piling up in a 
large backlog. The gathering of cherries 
in Germany, ordinarily an occasion for 
music and gaiety, was a dismal flop this 
year with the destruction of the cherry 
crop. Water drenched the delegates to 
the annual open-air meeting of the West 
German Social Democratic Party. 

Everywhere, the outlook is gloomy. 

In Britain, temperatures are uncom- 
fortably low, averaging just above 60 de- 
grees. Foreign tourists, in record num- 
bers, still are swarming to Britain and 
tend to shrug off the cold rain as simply 
a picturesque aspect of the country. 
There is bitter disappointment, however, 
among low-income Englishmen who 
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prize their vacation sunshine zealously. 
Rain has caused nearly 5 million dollars’ 
worth of damage to the hay crop. In 
a nation already noted for the number 
of its furled umbrellas, the production 
of umbrellas in 1954 is up by 25 per 
cent. 

In France, gales and tornadoes have 
swept the Atlantic Coast and Rhone Val- 
ley. Mountain roads have been washed 
out by heavy rains. Weather, in Paris, 
seems more like autumn than summer, 





BRITISH DOWNPOUR 
Only umbrella makers smile 


with temperatures as low as 60 degrees- 
one of the coldest Augusts since 1888. 
Crops mostly remain undamaged, how- 
ever, with the possible exception of sugar 
beets. Women of fashion are complaining 
that they have to wear sweaters and 
woolen suits instead of their new sum- 
mer creations. 

In Germany, three months of drought 
in the spring have been followed by un- 
usually heavy rains in July and August. 
In lower Bavaria and in the Soviet zone, 
rains led to costly floods that swept away 
bridges, livestock and houses. Britain's 
Princess Margaret, in the Rhineland to 
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review British troops, was forced by raw, 
windy weather on several occasions to 
yse an automobile instead of a waiting 
helicopter in her travels. 

Throughout Western Europe, it has 
now reached the point where newspapers 
give the weather a top spot on the front 
page—but they haven't been able so far 
to come up with much that will comfort 
the average reader. 

Among some Britons, the suspicion is 
growing that the long spell of overcast 
and drizzle—more even than an English- 
man can stand—points to a fundamental 
change in climate. There is speculation 
that maybe Europe’s weather is getting 
colder and wetter, year by year. 

Meteorologists, however, caution 
against this pessimism. An official British 
report dismisses the current ‘wet spell 
as nothing more than “a random varia- 
tion among the infinite variations of na- 
ture.” It goes on to say: 

“In Britain for some years now there 
has been a general trend in favor of dry 
winters and wet summers, although wet 
winters and dry summers prevailed 10 
years ago. But this is not to say the cli- 
mate is changing. Before this can be 
said, we must await study of the next 
100 or 200 years’ observation.” 

This long-range optimism is shared 
by other European weather experts. 
While France has had more rainy days 





” ~Upited Press R 
GERMAN FLOOD 
Princess Margaret was grounded 


than usual, plus cold weather, the actual 
rainfall this summer comes to less than 
half of that a year ago. In Germany, the 
average rainfall is said to be not far 
above normal. 

All of it has made weather the main 
topic of conversation in Western Europe. 
You hear questions about it in pubs, 
stores and streetcars—whether the rain 
will let up in time for a week end at the 
beach, and whether atomic scientists 
aren’t responsible for the mess. The news 
reaching the average Western European 
about the drought and heat wave in the 
United States makes him a little envious. 
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O YOU have smart-looking, rest- 
fully quiet reception rooms and 
offices you are proud of? You can have 
them easily and at low cost... by remodel- 
ing with a Gold Bond Travacoustic ceiling. 
You get striking good-looks p/us sound 
conditioning! And the cost is generally 
little or no more than remodeling without 
the extra benefit of quiet. 
Travacoustic adds dignified beauty to 
any interior. It looks like imported trav- 
ertine stone —and like stone, won't burn. 





with Gold Bond 


¥ Sound Conditioning 


Yet these acoustical tiles are lightweight, 
easy to install and can be painted without 
affecting sound absorption. 

Discuss your remodeling problems with 
your Gold Bond Acoustical Contractor. 
He'll show you the fz// line of Gold Bond 
Acoustical Products and recommend the 
one that best fits your requirements. Look 
in the Yellow Pages of your phone book 
under ‘Acoustical Contractor,” or mail this 
coupon today! National Gypsum Com- 
pany, 325 Delaware Ave., Buffalo 2, N. Y. 


Gold Bond—America's COMPLETE line of Sound Conditioning Materials 
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NATIONAL GYPSUM CO., Dept. US-84, Yuffalo 2, N. Y. i 
Please send me without obligation: 
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ACOUSTICAL PRODUCTS 


O Free copy of ‘The Decibel’ — 
12 page sratet pices suc- 
cessful sound-condi 


0 Name of the Gold Bond 
Acoustical Contractor 


tioning jobs. nearest me. | 
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CAN A UNION HAVE IT TOO GOOD? 


A Case in Which Extra Pay Boomeranged 


There are times, it turns out, 
when wages hit the roof and 
can‘t break through. When an 
employer's costs get out of hand, 
he loses business to competitors. 
Result sometimes is a pay cut. 

Studebaker workers are get- 
ting a practical demonstration. 
For years, they were the elite of 
the auto industry. Now, some 
are wondering if they pushed 
pay rates too high. 


SOUTH BEND, Ind. 


When Studebaker employes voted 
to take a pay cut last week, they re- 
versed a trend that had pushed their 
wages well beyond those of auto 
workers elsewhere. At the same time, 
they raised questions such as these 
in the minds of many local people: 

Does it pay a union to keep pushing 
wages higher and higher? How far can 
an employer go in meeting union de- 
mands and still stay in business? 

Here in South Bend, there are many 
residents, some union members included, 
who will tell you that the Studebaker 
local union “has had it too good”—that 





~Harris & Ewing 


STUDEBAKER CHAIRMAN HOFFMAN . . . 


—Studebaker 


. . AND PRESIDENT VANCE 


. ..@n appeal to the union’s rank and file 


the union has had its own way too much 
of the time in bargaining with the com- 
pany. 

The story you hear is one of many 
years of pleasant relations between the 
Studebaker Corporation and Local 5 of 
the United Auto Workers (CIO). Deal- 
ings were friendly. The union usually 
was able to get what it wanted, and, in 





—Stodebaker 


AUTO WORKERS ON THE JOB 
“‘The old-timers give a full day's work for a day's pay” 
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17 years of bargaining, it always got a 
new contract without a formal strike. 
Now and then a department would stop 
work in a protest, but there was no 
picketing of the plant. 

During this period, wages of Stude- 
baker workers pulled away from those 
of other workers in the auto industry. 
The company reports that Studebaker 
workers averaged $2.39 an hour, against 
an average of $2.03 for Studebaker’ 
principal competitors. This gave Stude- 
baker employes an edge of 18 per cent 
over the auto workers. 

But, the wage strain began to tell. 
Business fell off. Studebaker’s production 
of cars and trucks dropped to 54,106 for 
the first half of this year, compared with 
128,424 for the same :period last year. 

After showing a profit of $2,336,338 
in the first half of 1953, Studebaker re- 
ported a loss of $8,925,800 in the first 


six months of 1954, and that was after ) 


taking a tax credit of $10,290,000 on ad- 
ditional losses. 

Workers had to be laid off. In Sep- 
tember, 1953, Studebaker cut its pro- 
duction force from 20,000 to 15,000. A 
further cut, to 12,000, came in February, 
1954. The plant went on a four-day 
week, with frequent shutdowns for an 
entire week. 

The company blamed the high wage 
rates for its inability to keep pace with 

(Continued on page 100) 
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A miracle you take for granted 





Your dependable home freezer may contain up to 85 
feet of leakproof Bundyweld Tubing. Manufacturers 
insist on giving you Bundyweld’s unequalled protection 
in evaporators, condensers, compressor parts and refrig- 
erant lines in refrigerators and home freezers. 





Chances are you seldom realize how much your 
eating and food-buying habits revolve around the 
miracle of reliable refrigeration. One reason you 
take refrigeration dependability for granted: Manu- 
facturers use leakproof Bundyweld Tubing to 
conduct elusive, hard-to-hold refrigeration gases. 
Bundyweld’s antileak protection has benefited 
millions of refrigerator owners for over 20 years. 


Bundyweld Steel Tubing is 
the only tubing double walled 
from a single metal strip, 
copper bonded through 360° 
of wall contact. Manufactured 
by the world’s largest pro- 
ducer of small-diameter tub- 
ing, Bundyweld won’t leak, 
will transmit heat éfficiently. 


BUNDYWELD TUBING 


‘The lifelines of refrigerators and freezers”’ 
BUNDY TUBING COMPANY e?e DETROIT 14, MICHIGAN 











need 


Give yourself a chance to rest, relax, 
have fun on the great completely air 
conditioned s.s. INDEPENDENCE 
or s.s. CONSTITUTION. They sail 
the Sunlane to the Mediterranean 
gateway to all Europe. The weather 
on the Sunlane is mild and balmy 
right through Fall! 6 days to Gibral- 
tar...8 days to Cannes or Genoa...9 
days to Naples. You'll be a new man! 









1955 GRAND CRUISE 


to - on INDEPENDENCE 





ed in Europe? 








See your Travel Agent or 


AMERICAN 
EXPORT LINES 








39 Broadway, New York 6, N. Y. 


100 





Labor Week 





. . . Studebaker officials, 
also, take cut in pay 


its competitors. High labor costs had 
pushed car prices up. 

At this point, the company turned 
to its workers for help. Officials took 
salary cuts of 20 to 30 per cent on 
amounts above $20,000 a year. An ap- 
peal went out to the workers to take 
cuts, through the elimination of an in- 
centive-pay plan that had helped to 
push up Studebaker wages, and labor 
costs. ‘ 

Union officials took a look at the 
company’s books and, after weeks of 
negotiations, agreed to drop the incen- 
tive-pay plan. This action was the equiv- 
alent of a pay cut of 14 per cent for 
the average worker. 

Workers at first refused to accept 
the cut. A union membership meeting, 
attended by only 4,000 of the 10,000 
workers in the union’s bargaining unit, 
rejected the proposal by a 3-to-2 vote. 

Union officials said that a _ small 
group, well organized, managed to 
shout down speakers who tried to ex- 
plain the reasons for the pay cut. A 
former president of the local was a 
leader of the opposition group. He was 
accused of trying to make political capi- 
tal out of the situation, in an effort to 
win supporters for the next union elec- 
tions. 

There followed a union-management 
campaign to convince the rank-and-file 
members of the union that their jobs 
were at stake. Union leaders explained 
the seriousness of the situation to the 
members through the union newspaper. 

The company officials—Board Chair- 
man Paul G. Hoffman and President 
Harold S. Vance—through newspaper ad- 
vertisements and a television program, 
appealed to the workers to accept the 
pay cut. 

Reasons for the cuf were explained 
in detail. About 400 questions sent in 
by workers were answered during an 
hour’s TV program. The employes were 
told that the pay cuts, on an hourly 
basis, should not mean a reduction in 
monthly take-home pay, because more 
cars should be sold and more hours of 
work made available. If labor costs were 
reduced, it was said, car prices could be 
reduced, to bring Studebaker into a bet- 
ter competitive position. 

Rumors spread through South Bend 
that, if the union continued to reject 
the pay cut, Studebaker might shut 
down for good, or it might move auto 
production to Detroit as part of the 
scheduled merger with Packard Motor 
Car Company. 

The company said nothing about those 

(Continued on page 101) 
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If you have a stake 
in New Construction 


you'll land more business 
when you know the 4 Ws: 


What construction projects are 
ee due to come along 


Where these projects are 
Who you have to see about them 


When to take action to land this 
business 


Dodge Reports give you 
this vital information 


7 daily! 
v J Free booklet tells you 


how you can use the 
information available 
daily in Dodge Reports, 
to make money... to 
Save money. 





Write today foryour free 
copy. No obligation. 


DODGE REPORTS «; 
| 





TAKE THE FIRST STEP IN EVERY SALE 
Dept. U5411, 119 W. 40th St., New York 18 


Timely, accurate construction news 
service East of the Rockies 
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. . . Wages at South Bend 
were highest in industry 


possibilities, but it formally notified the 
union that it was canceling the contract 
after 60 days. The company reportedly 
told the union that there would be no 
production on the 1955 models unless 
the incentive-pay plan were dropped. 

Studebaker workers began to worry 
about their jobs. They petitioned the 
union for a new vote, to be taken by 
secret ballot instead of in a show of 
hands. 

Last Thursday, the meeting was held 
in a football field. Union leaders ex- 
plained the company’s position more 
fully. About 6,000 workers turned out 
this time. They voted, with voting ma- 
chines supervised by certified public 
accountants, to reverse the decision and 
accept the pay cut. The vote this time 
was nearly 8 to l. 

The workers’ action in voting over- 
whelmingly for a pay cut has given rise 
to questions. Were Studebaker’s wages 


.so far out of line that the company could 


not compete with the other auto com- 
panies? How did wages get so high? 
Were Studebaker workers loafing on the 
job? 

Higher wage rates at Studebaker, it 


is generally conceded in South Bend, . 


were one of the big problems faced by 
the company in the battle for sales within 
the auto industry. 

The company and union offered ex- 
amples of rates for specific jobs to show 
the spreads that existed. A major assem- 
bler, for instance, was listed for a wage 
of $2.44 an hour under Studebaker’s 
old scale against $1.98 to $2 in General 
Motors, Ford and Chrysler. The new 
Studebaker rate will be $2, making a cut 
of 44 cents an hour. 

A drill-press operator who was getting 
$2.64 an hour at Studebaker now will 
receive $2, but this will be higher than 
the range of $1.95 to $1.98 paid by the 
Big Three. 

Not all jobs at Studebaker will pay 
more than the rates of competing com- 

nies. The new schedule, for example, 
> als for $2.10 an hour for a grinder who 
formerly got $2.64. Grinders in the Big 
Three plants, according to the Studebaker 
and union announcements, get from 
$2.05 to $2.14 an hour. 

Company officials at Studebaker esti- 
mate that, even after the cuts, their 
workers will average about 8 per cent 
more per hour than the competitors’ 
workers receive. 

An incentive-pay plan that some say 
worked in reverse is blamed for pushing 
Studebaker wages so far out of line. An 
incentive plan is supposed to give work- 

(Continued on page 102) 
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. Do you know this city? 


It’s the only city to own a railroad. It had the first all-professional 
ball club. It’s a river port, a port of entry, an important industrial 
area. It’s Cincinnati, Ohio. 

Since its founding in 1788, Cincinnati has grown until now it ranks 
14th in the nation’s industrial areas. In the last decade, Cincinnati 
industries have spent well over % billion dollars for new construction. 

To meet the ever increasing demand for power created by this 
tremendous expansion, the Cincinnati Gas and Electric Company has 
increased its generating capacity nearly 75% in the last 2 years. 
That's more than 3 times the national average increase for this period! 

Supplying the wires and cables to help industry grow is Rome 
Cable’s business. Years of experience backed by unending research, 
advanced engineering, and rigid quality control have made Rome 
Cable a leader in the industry. Rome engineers have developed thou- 
sands of special wire and cable applications for hundreds of industries. 

You'll find how these Rome services can help you in the booklet, 
“The Story of Rome Cable.” Send for your free copy today. 


‘*LIGHT FOR FREEDOM-—POWER FOR PROGRESS’ 
This is the Diamond Jubilee of Edison’s invention of the incandes- 
cent lamp. Rome Cable is proud to pay tribute to his great genius. 


Corporation 


wOMmME NEW YORK 





ROME CABLE 


CALLEFORWNIA 
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Susie, youre 


a wonder! 


Actually, it’s the Todd Form- 
Master that makes it possible for 
Susie or any of your employees to 
handle all three jobs in a normal 
working day, without overwork 
or overtime. 

With the Todd Form-Master, 
anyone can prepare three records 
at one time for three separate 
bookkeeping procedures—pay- 
roll, receivables and payables. 

If you want to keep down oper- 
ating costs and build up profits, 
investigate the time-saving, 
money-saving features of the 
Todd Form-Master. Mail the cou- 
pon now. 











£ ' 
ROCHESTER 
| SALES OFFICES IN Y@ PRINCIPAL CITIES | 
{ DISTRIBUTORS THROUGHOUT THE WORLD | 
] THE TODD COMPANY, Inc., Dept. NWR, | 
Rochester 3, N.Y. 
| Please have your representative phone me to ] 
| discuss ways in which Form-Master can help me | 
cut operating costs. 
Name of firm_ . 
| City — i | 
| Telephone eae. | 
. *—____ ~NWR=B-20-54 | 
Sa penta e 
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Labor Week 





. . . Most firms dropped 
piecework long ago 


ers more money when they put out extra 
effort and step up production. In Stude- 
baker’s case, the plan didn’t seem to fol- 
low the theory. 

“The company was partly to blame 
for the failure of the incentive plan,” a 
high executive of Studebaker said. He 
indicated that the company had not been 
tough enough in fixing the incentive 
rates, which were set at levels that en- 
abled workers to boost their earnings to 
$3 or more an hour at times. The union 
kept resisting any effort to readjust the 
rates to what the company considered a 
reasonable level. 

The UAW in other auto plants fought 
against piecework systems from the time 
the union started to bargain for workers 
in the industry. It forced most companies 
to drop these plans years ago, in favor 
of a straight hourly rate. 

Studebaker was the last auto company 
to have an incentive system through the 
entire plant. It was the company that 
demanded that the plan be dropped. The 
workers, in general, wanted to keep it, 
because of the high wages it brought. 
In other shops, UAW complained that 
incentive plans brought a speed-up. At 
Studebaker, the company complained 
that production was slowing down. 

Loafing on the job was admitted by 
some union officials and rank-and-file 
members. Reports were heard outside 
the plant that Studebaker workers “just 
don’t put out a full day’s work.” 

When union leaders were asked about 
this, one replied, “The newer workers, 
who come here in recent years, did some 
loafing, that’s true. They went around 
town telling people that they slept for 
three hours on the job, that they hid in a 
corner and played cards. But, those guys 
aren't here any more. They were laid off. 
The old-timers give a full day’s work for 
a day’s pay.” 

A company official said that efficiency 
had dropped in recent years, especially 
when many new workers were hired. 
Union officials have given assurances, 
however, that there will be no loafing in 
the future. They promise to get better 
co-operation from their members. 

The company said that the plant’s 
work standards, the amount of work re- 
quired for eight hours’ pay, were “con- 
siderably below those prevailing in the 
rest of the industry—in some departments 
as much as 20 per cent below.” 

Here, as on wages, the UAW will try 
a new approach. Most Studebaker work- 
ers have decided that a union sometimes 
can go too far in pushing wages and 
costs up and up, and sales and produc- 
tion down and down. 
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As Herbert Hoover Sees It: 


: | 


Too much socialism, too much federal bureaucracy—that’s 
what Herbert Hoover says is wrong with this country after 20 
years of Democratic Administrations. 

Now, the former President warns, Americans must turn back 
to the traditions of individual freedom that they inherited. 

Mr. Hoover presented these views in a speech at West 
Branch, Ia., on his 80th birthday, Aug. 10, 1954. Full text 
follows: 


My Iowa friends, your guests, both here present, over the 
radio and the TV, as I listened to tiie previous hour, I be- 
came convinced I’m not the fellow they were talking about. 
I do, however, appreciate the distinction that has come to 
me by an invitation from my native State to spend my 80th 
birthday with my own people. 

And it is always difficult to adequately express my appreci- 
ation for such an evidence of affection. 

I am glad to come to West Branch. You know, my grand- 
parents and my parents came here in a covered wagon. In 
this community they toiled and worshipped their God. They 
lie buried on your hillsides. The most formative years of my 
boyhood were spent in this village. My roots are in this soil. 

And this cottage where I was born is physical proof of 
the unbounded opportunity of American life. 

My first paid job was in this community picking potato 
bugs at a cent a hundred. I was not inspired by altruism to 
relieve the world of a pest. Such altruism as’ was attached 
to that labor was to secure firecrackers with which to com- 
memorate properly the Declaration of Independence. But 
lowa is a progressive State. Its mothers, anxious to avoid re- 
pairs to small boys, secured a law abolishing that kind of 
tribute to the founding fathers. Moreover, by your adoption 
of insecticides, you don’t any longer pay that slave wage. 

Iowa has made fabulous progress since I left here. I can 
prove it by statistics—and all speeches must have statistics 
because nobody can defy a statistic. 

Since that time, the pegple of Iowa have multiplied the 
wealth of the State nine times over. That statistic is weak- 
ened by the decrease in purchasing power of money. Also, 
you have, every one of you, acquired a camera, as I know 
today. In the meantime, with the blessing of “the tall corn,” 
you have sent to market enough hogs to cover the Chicago 
stockyards 5,045 feet deep. And you can vary that statistic 
as you like. : 

Also, you have sent forth a host of men and women who 
have distinguished themselves in every State in the union 
and every foreign country. Their quality is proved by the 
fact that I have never seen Iowa attributed as the origin of 
any of our leading bank robbers, gangsters or Communists. 

Now, 80 years is a long time for a man to live. Mine has 
been a life of work in many lands under many kinds of 
governments, both good and bad. I have been honored by 
my countrymen in many public offices and with many oppor- 
tunities to serve outside the Government. I have watched 
the two great world wars with their holocausts of death, 
destruction and famine. I have taken some part in remedy 
of their terrible aftermaths. I have participated in the search 
for a healing peace. 
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U.S. IS INFECTED 
WITH MARXIST POISON 


I have witnessed the legacy of those wars in doubting 
minds, brutality, crime and debased morals. Moreover, I 
have witnessed on the ground in 20 nations the workings of 
the philosophy of the anti-Christ, Karl Marx. 

After these long years and from all these experiences, 
there rises constantly in my mind the forces which make for 
progress and those which may corrode away the safe- 
guards of freedom in our country. And I want to say some- 
thing about these forces but I shall endeavor to do so, not in 
the tones of Jeremiah, but in the spirit of Saint Paul. 

New forces from science and new ideas, both good and 
bad, constantly arise in the world. We welcome changes 
which advance the welfare of our people. Our system al- 
ways needs repairs. 

Also we have to clean up the vast wreckage and disorders 
of two devastating wars which have swept over mankind 
during the past 40 years. 

And, above all, we have need to remedy constant corrup- 
tion of the safeguards of free men. 

The remedies in America are not revolution. They are, 
except for peace and war, mostly jobs of marginal repairs 
around a sound philosophy and a steady, stout heart. 

Our founding fathers did not invent the priceless boon of 
individual freedom and respect for the dignity of men. That 
great gift to mankind sprang from the Creator and not from 
any government. 

The founding fathers, with superb genius, welded together 
those safeguards of freedoms. 

The fathers were mostly concerned with the dangers of po- 
litical tyranny. With the coming of the industrial age, our 
people welded in new safeguards. We could no more have 
economic tyranny than political tyranny. 

And with these safeguards our people were at one time 
closer to the goals of human welfare than any other civiliza- 
tion in the whole history of the world. 


HOW FREEDOM GROWS 


The progress of freedom is a never-ending struggle to pre- 
vent the abuse of power, whether by individuals, by groups 
or by government or nations. 

Our founding fathers created those unique restraints shown 
in the Bill of Rights and a structure of built-in checks and 
balances. Among these new concepts was a division of power 
between the federal and State governments, between the 
three branches of government. 

I do not need to tell you that. But what I have to tell you is 
that these separations of power have become seriously con- 
fused, corroded and weakened during the 20 years before the 
present Administration. 

These confusions have included executive encroachment 
on the legislative and judicial branches. There has been ju- 
dicial encroachment on the States’ rights. There has been 
congressional encroachment on the executive. The Federal 
Government has grasped many of the vital functions of the 
States and local governments. 

Some of the corrosions of our division of power are the 
aftermaths of our wars. Some of them come from the various 


103 








U.S. News & World Report 





infections of socialism. And I will have more to say about 
that in a minute. 

Some of the corrosions come from the discovery that it is 
easy for the Federal Government to light the magic power 
of federal credit. But the flame that warms can also consume. 

Some of these encroachments come from a long era of be- 
guilement by pressure groups and local government for sub- 
sidies from the Federal Government. 


BUREAUCRACY AND POWER 


One of the end results of all this is the growth of a gigantic 
federal bureaucracy. It has expanded in 20 years from 
600,000 to 2.2 million strong. Some of the increase is nec- 
essary. Most of the people in it are fine men and women. 
But innate in bureaucracy are three implacable spirits. They 
are self-perpetuation, expansion of their empires, and de- 
mand for more power. And, thus, bureaucracy rushes head- 
long into the visions of the millennium and sends the bills 
to the Treasury. 

Today we have more federal employes in nearly every 
State than all the local officials, including constables. They 
penetrate every part of local government. They produce great 
waste of taxpayers’ money. They create a vested interest 
or a vested habit for some pressure group. They interfere in 
politics and too often are infected with corruption. 

Their magics invade personal freedom of every citizen, 
every hour, every moment. 

The remedy is to restore the checks and balances of pow- 
er, to reinvigorate State and local, governments and to de- 
flate the bureaucratic empires. 

Many of these confusions of power are today under vigor- 
ous investigation in which I may have some part. 

My countrymen, all these corrosions of the checks and bal- 
ances of power do call for constant battle from you, the peo- 
ple. They must be wiped out if you would remain fully free. 
Also, in our foreign relations there are great dangers and 
also vital safeguards to free men. During the last war we wit- 
nessed a special encroachment of the executive upon the 
legislative branch. And this has been through a new type of 
commitment of the United States to other nations. I am not 
going to argue legalisms, for they do not go to the center of 
the issue. The real issue is whether the President, through 
declaration or implication or by appeasement or by acqui- 
escence, or by joint statements with foreign government of- 
ficials, can commit the American people to foreign nations 
without the specific consent of the elected representatives in 
our Congress. 

There has been a grievous list of such commitments. They 
include international agreements which shackle our economy 
by limiting a free market. But more terrible were such execu- 
tive agreements as our recognition of Soviet Russia, which 
opened the headgates for a torrent of traitors to the United 
States. Our tacit alliance with Soviet Russia spread Com- 
munism over the earth. Our acquiescence in the annexation 
by Russia of the Baltic States at Moscow and the partition of 
Poland at Teheran extinguished the liberties of tens of mil- 
lions of people. Worse still was the appeasement and surren- 
der at Yalta of 10 nations to unlimited slavery. And there was 
the secret agreement with respect to China which set in train 
the communization of Mongolia, North Korea and, finally, all 
of China. 

These unrestrained presidential actions have resulted in a 
shrinking of human freedom over the whole world. From 
these actions come the jeopardies of the “cold war.” As a by- 
product these actions have shrunk our own freedoms by 
crushing taxes, huge defense costs, inflation and compulsory 
military service. 

We must make such misuse of power forever impossible. 
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And, let me say, I have no fears of this evil from President 
Eisenhower, but he will not always be President. 

Our dangers from the Communist source of gigantic evil 
are unending. All of the peace agencies that we have created 
and all of the repeated conferences that we have held have 
failed to find even a whisper of real peace. : 

Amid these malign forces, our haunting anxiety and our 
paramount necessity is the defense of our country. It is not 
that we can devote our time and energies to the welfare of 
our people. 

It is not my purpose to define the foreign policies of our 
Government. Sooner or later a new line of action will become 
imperative. 

I have disagreed with, and I’ve protested against, the most 
dangerous of our foreign political policies during the whole 
of the 20 years prior to the last presidential election. I op- 
posed and protested every step in the policies which led us 
into the second World War. : 


U.S. AID “SPREAD COMMUNISIM” 


Especially, in June, 1941, when Britain was safe from a 
German invasion due to Hitler’s diversion into attack on 
Stalin, I urged that the Gargantuan jest of all history would 
be our giving aid to the Soviet Government. I urged we 
should allow those two dictators to exhaust each other. | 
stated that the result of our assistance would be to spread 
Communism over the whole world. I urged that, if we stood 
aside, the time would come when we could bring lasting 
peace to the world. 

I have no regrets. The consequences have proved that I 
was right. And it is because of that record that I want to add 
something to you about socialism and its forms. 

Today the socialist virus and poison gas generated by Karl 
Marx and Friedrich Engels have spread into every nation on 
the earth. Their dogma, as your previous speaker has said, is 
absolute materialism which defies truth and religious faith. 
Their poisons’ are of many sorts. The preservation of the 
safeguards of liberty makes it imperative that we give heed 
to their every variety. 

The bloody virus type, radiating from Communist Russia, 
is today rotting the souls of two fifths of all mankind, which 
it has enslaved. 

From the day Lenin rose to power in Moscow, the Commu- 
nists have carried on an underground conspiracy against 
every other nation. The rank and file of our people are im- 
mune from this infection. The recruiting grounds for their 
agents are from our minority of fuzzy-minded intellectuals 
and fuzzy-minded labor leaders. Over 1,500 such Communist 
agents have already been rooted out of responsible positions 
in our Government and other spots of influence. 

Many of these spies and traitors, when exposed, sought 
sanctuary for their infamies in the Fifth Amendment. Such a 
plea of immunity is an implication of guilt. Surely these peo- 
ple should not have the right to vote or to hold public office. 
Thereby they use these privileges of free men against the 
safeguards of freedom. 

Despite the clamor over ferreting out these persons, you 
must not be led into the mistake that Moscow has closed 
down its recruiting offices for American supporters. Or that 
continued action by the FBI [Federal Bureau of Investiga- 
tion] and congressional committees, as well, is not imperative. 

I have little fear that these Communist agents can destroy 
the republic—that is, if we continue to ferret them out. Our 
greater concern should be the other varieties of Karl Man 
virus. 

Among them are the socialists. They assert they would pro- 
ceed only by constitutional means. 

(Continued on page 106) 
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Will this washer 
sell ? 


‘Would your banker 


know ? 








. You’D Just developed a new kind of auto- 
matic washer. Would you call your banker in to try 
it out? One of our customers did. In fact, the hands 
you see holding the laundry in this picture belong to 
a lending officer from our bank! He’s testing the new 
machine by actually doing a washing. 

Here’s why our manufacturer friend valued the 
opinion of the officer from The First National Bank of 
Chicago. As a member of Division C, the Division of 
our Commercial Department that specializes in elec- 
trical equipment, our man has been working with 
appliance manufacturers for more than 20 years. 

The manufacturer we speak of, through long asso- 
ciation, has come to consider our officer’s judgment 
a good check against his own. Moreover, new ideas 
in appliance design are a special hobby with our 
man. So he enjoyed making this test and giving our 
customer his opinion before the new model went 
into production. 

We don’t know if your banker has that kind of 
interest in your field, but here at The First it’s not 
unusual at all. It’s due to our Divisional Organization 
—the most complete setup of its kind in American 
banking. Here’s how it works: 

Our Commercial Banking Department is composed 
of 10 Divisions—like Division C—each specializing 
in one small group of related industries. Each is 
staffed with officers who regularly get out in their 
fields to study new developments and new problems — 
all over the world. 

That means that no matter what kind of business 
you're in, you'll find a lending officer at The First 
National Bank of Chicago who knows what financing 
you want—and why. A man with whom you can do 
business better, because he speaks your language. 

Can you use this unique kind of industry-specialized 
financing? Why not phone or write us today and 
talk it over with a banker who has a genuine interest 
in your business? 


The First National Bank 
of Chicago 


Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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They prowl on many fronts. They promote the centralized 
Federal Government, with its huge bureaucracy. They drive 
to absorb the income of the people by unnecessary Govern- 
ment spending and exorbitant taxes. They have pushed our 
Government deep into enterprises which compete with the 
rights of free men. These enterprises are endowed with ex- 
emption from taxation and freedom from control by State 
and local governments. Congressional committees have listed 
hundreds of these federal activities. And, I may tell you, only 
a drop of typhoid in a barrel of drinking water sickens a 
whole village. 

Every step of these programs somewhere, somehow, stul- 
tifies the freedom, the incentives, the courage and the crea- 
tive impulses of our people. Beyond all this, there is proof in 
the world that the end result of socialism can be bloody Com- 
munism. In the Iron Curtain states, it was the socialist 
intellectuals who weakened the freedom of men by destroying 
the safeguards of freedom. Thus they furnished the boarding 
ladders by which the Communists captured the ship of state. 

One of the postwar cousins of socialism is the so-called 
“welfare state.” This poison gas is generated by same sort 
of fuzzy-minded intellectuals. Its slogan is “planned econ- 
omy.” That phrase itself was borrowed from totalitarian 
governments. The end of it would at least be a government 
wherein whatever is not forbidden would be compulsory. 

One of the annoyances of this cult is its false assumption 
that our nation has never been heedful of the welfare of our 
people. That we are our brother’s keeper was rooted in reli- 
gious faith long before these fuzzy-minded men were born. 
Since the foundation of the Republic, we have recognized 
and practiced both private and governmental responsibility 
for the unfortunate and the aged; for the education of our 
youth and the health of our people. 

And, besides all this, this cult has a host of gimmicks for 
giving away the people’s money. Among their ideas is that 
government should guarantee every citizen security from the 
cradle to the grave. 

But it is solely the initiative and the labor of the physically 
able in the prime of life that can support the aged, the 
young, the sick—and the bureaucracy. And this active earn- 
ing group requires the pressures of competition, the rewards 
of enterprise and new adventure to keep it on the job. Even 
if security from the cradle to the grave could eliminate the 
risks of life, it would be a dead hand on the creative spirit 
of our people. Also, I might mention that the judgment of 
the Lord to Adam about sweat has not been repealed. 

When we flirt with the Delilah of security for our produc- 
tive group, we had better watch out, lest in our blindness we 
pull down the pillars of the temple of free men. 

Britain under a Socialist Government tried it. Its result 
was a level of poverty which they tried to cover up with the 
term “austerity.” Britain is now in retreat from it. 


COMMON MAN: “IMAGINARY” 


Among the delusions offered us by fuzzy-minded people 
is that imaginary creature, the common man. It is dinned 
into us that this is the century of the common man. The 
whole idea is another cousin of the Soviet proletariat. The 
uncommon man is to be whittled down to size. All this is the 
negation of individual dignity and a slogan of mediocrity 
and uniformity. 

The common-man dogma might be of use for vote-getting 
purposes by some demagogues—it proves humility. 

But let me tell you the greatest strides of human progress 
have come from uncommon men and women. You have per- 
haps heard of George Washington, Abraham Lincoln, or 
Thomas Edison. They were humble in origin, but that was 
not their greatness. 
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The humor of all this is that when we get sick we want an 
uncommon doctor. When we go to war, we want an uncom. 
mon general or admiral. When we choose the president of q 
university, we want an uncommon educator. 

The imperative need of this nation at all times is the lead. 
ership of the uncommon men and women. We need men and 
women who cannot be intimidated, who are not concerned 
with applause meters, nor those who sell tomorrow for cheers 
today. 

Such leaders are not to be made like queen bees. They 
must rise by their own merits. America recognizes no frozen 
social stratifications which prevent this free rise of every 
individual. They must rise by merit from our shops and 
farms. They rise from the 35 million boys and girls in ow 
schools and colleges. That they have the determination to 
rise in America is the glorious promise of leadership among 
free men. 

A nation is strong or weak, it thrives or perishes upon what 
it believes to be true. If our youth is rightly instructed in 
the faith of our fathers, in the traditions of our country, in 
the dignity of each individual man, then our power will be 
stronger than any weapon of destruction that man can devise. 

And now as to this whole gamut of socialist infections, | 
would say to you, the neighbors of my childhood, the sons 
and daughters of my native State, God has blessed us with 
another wonderful word—and that is heritage. The great 


documents of that heritage are not from Karl Marx. They § 


are the Bible, the Declaration of Independence and the Con- 
stitution of the United States. Within them alone can the 
safeguards of freedom survive. The true spirit of these guar- 
antees for your children must be safeguarded that they may 
not become the prisoners of a Hydra-headed socialism. 


ANSWER TO “REACTIONARY” 


If anyone rises to say that all this is reactionary, you may 
class him as either fuzzy-minded or an ignorant enemy of 
free men, and go on from there. , 

Amid this recitation of our problems, I would not have you 
think that there are not great fields of promise for the future 
if we can keep out of war. i 

The last few years have seen advances in science and 
technology which amount almost to revolution in our life and 
world relations. If we maintain free minds, free spirits, and 
direct our steps aright, still other new horizons and new 
frontiers are open to us. New inventions and new applications 
of old knowledge will come to us daily. 

These new frontiers give us other blessings. Not only do 
they expand our living, they open new opportunities and new 
areas of adventure and enterprise. They open new vistas of 
beauty. They unfold the wonders of the atom and of the 
heavens. Daily they prove the reality of an all-wise Supreme 
Giver of Law. 

There are voices in our country who daily sound alarms 
that our civilization is on the way out. Concentrated on the 
difficulties of our times, they see an early and dour end for 
us. But let me tell you that civilization does not decline and 
fall while the people still possess dynamic creative faculties, 
devotion to religious faith and to liberty. The American peo- 
ple still possess those qualities. We are not at the bedside of 
a nation in death’s agony. ; 

Eighty years is a long time for a man to live. And, as the 
shadows lengthen over my years, my confidence, my hopes 
and dreams for my countrymen are still undimmed. This 
confidence is that, with advancing knowledge, toil will grow 
less exacting; that fear, hatred and pain and tears may sub 
side; that the regenerating sun of creative ability and re 
ligious devotion will refresh each morning the strength and 
the progress of my country. 
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Bakery saves dough... 


with PC Glass Blocks 









































One big problem in a bakery is holding the temperature constant 
while the dough ferments or rises. At Wilmington, Delaware, the 
Wm. Freihofer Baking Company had trouble because coid air 
seeped through the rotted and buckled wooden sash. 

After the PC Glass Blocks were installed, William Schilling, 
Production Manager said, “In 25 years on the job, I haven't seen 
anything better than these glass blocks for holding temperature 
and saving the dough. They have fine insulation value.” 

Freihofer has also saved all the money they used to spend freeing 
jammed windows, replacing sash cords and re-puttying window 
panes. Nothing has to be painted anymore. The panels are only 
washed once or twice a year. Venetian blinds have been eliminated 
(you seldom need them with PC Glass Blocks) . 





This was the old building... mm... Freihofer Baking Company has already been using PC Glass 


eee W& ... Here is the new Blocks for 5 years in two other plants. And according to P. Arthur 
ss Robinson, Executive Vice-President, “When we remodel any of 
our other 7 plants or build new ones, PC Glass Blocks will certainly 
be used.” 
For more information, write to Pittsburgh Corning Corporation, 
Dept. US-84,One Gateway Center, Pittsburgh 22, Pennsylvania. 


PC Glass Blocks 


ALSO SKYTROL* AND FOAMGLAS® 











*T. M. Reg. Applied For 
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HURT BUI 
Atlanta, Georgia 


Operatoriess elevatoring with automatic 
program selection is the final step of a 
progressive modernization program in the 
18-story HURT BUILDING. The 15 original 
car switch elevators were replaced by 11 
Otis AUTOTRONIC elevators. Now, after the 
tenants have tried 3 operatoriess elevators 
for several weeks, the remaining 8 eleva- 
tors are being converted to operatoriess 
operation with the tenants’ enthusiastic 
approval. 


HURT BUILDING is one of more than 175 
new and modernized office buildings, ho- 
tels, hospitals, banks, and department 
stores that have given AUTOTRONIC eleva- 
torins an overwhelming vote of confidence 
—by buying it! 


Adoms-Cates Company, Managing Agent 


. fs, w ot 


“How would my tenants react to operatorless elevators?” 


This question is uppermost in the minds of building managers who are 
concerned with today’s spizaling operational costs. 


Why not ask your tenants? 


Otis AUTOTRONIC elevators give tenants a sprightly feeling of independence. 
Riders simply step into the car and press buttons for the floors 

they want. Everything else is completely automatic. 

We've found that tenants like the idea of self-service elevators. They push 
buttons for each other. They tell new riders what to do. Everybody’s friendlier. 
Tenants quickly accustom themselves to automatic door closing. 

The Otis Electronic Elevator Door inspires confidence with its “electronic 
politeness.” A two-way communication system in the car keeps the riders 
from feeling alone. Employees feel more independent, especially 

when making frequent interfloor trips. 


We'll be glad to help you explain Otis AUTOTRONIC elevatoring to your 
tenants. Call any of our 268 offices. 


Otis Elevator Company, 260 11th Ave., New York 1, N. Y. 


COMPLETELY AUTOMATIC 


AUTOTRONIC 


ELEVATORING 





Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


President Eisenhower has taken a midyear look at the condition of U.S. 
business and finds little to be alarmed about. 

Business is good. That is his general conclusion. Recession actually is 
found to be only a moderate dip from the boom peaks of last year. 

Outlook, furthermore, is for improvement ahead. The President cites as 
encouraging developments: a diminishing rate of unemployment; strong retail 


sales; high private investment; a building boom; a better inventory situation; 
strong financial market; confidence among businessmen and consumers. 











Further attention is called to an outstanding development: 

Standards of performance now applied to the U.S. economy are far higher 
than they have ever been, higher in fact than only a few years ago. In other 
words, almost everyone expects more from U.S. business than he used to expect. 

Higher standards are approved by the President: "Great economic and 
special achievements will not be made unless we are sensitive to the need for 
making them." He adds that his program is geared to these standards. 








If it were not for these higher standards, the President points out, the 
present state of business would be regarded as highly prosperous. But, because 
of these standards, activity is held to be Somewhat less than desirable. 


Putting things into perspective, the President's report shows: 

Total output down only 2.7 per cent in dollar volume. 

Nonfarm _ employment down only 2.6 per cent. 

Personal income up slightly--two tenths of 1 per cent. 

After-tax income up 1.4 per cent. That's the result of tax cuts. 

Checks drawn_on banks (outside of New York) up nine tenths of 1 per cent. 

These comparisons are made between the first half of 1953, when the boom 
reached the top, and the first half of 1954. The report in full starts on page 
85. More details on the business situation are presented on page 17. 











Producers, distinguished from distributors, are the people who have really 
the setback in activity that started about a year ago. 
Output of factories and mines is running about 8.1 per cent below last year. 
Factory employment, consequently, is down. And so are some profits. 
Farm prices and incomes are down, too. 
In other areas, employment and business volume are holding rather high. 

The retreat from 1953 boom peaks has hit some groups and not others. 











Business activity, at the moment, is influenced by summer doldrums. 
Steel production was scheduled at only 63.7 per cent of capacity for the 
first week in August, lowest for the year except for the July 4 holiday. 





(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Steel orders do not yet show any pickup. The industry is looking for a 
rise in orders in September, sparked by increased demand from auto firms. 

Auto production, meanwhile, is running only a little above 100,000 units 
a week, down about 10,000 from the average for June. 

Output of cars, moreover, is expected to stay low until new models appear. 

Auto situation, however, shows some signs of improvement. New cars held 
by dealers at first of July were fewer than in July of last year. That is the 
first drop in inventories, compared with the previous year, in 18 months. 

Auto sales, new and used, reflect a rather firm demand. 

Major headaches in the auto industry is intense competition. The two top 
producers--General Motors and Ford--are faring rather well. Other firms in 
the industry, however, are running into rather rough economic weather. 

















Textile market is stirring up a bit. Order backlog is reported good for 
cotton yarn, with increased buying due for the Christmas trade. Hosiery makers 
report the outlook fair for the first time this year. Print cloth is getting 
more interest from buyers. Underwear producers want more combed knit yarn. 











Retail trade, in aggregate volume, is holding quite high. 

Sales of retail stores in July are estimated at 14.3 billion dollars by the 
Commerce Department. That's only 1 per cent below June, after seasonal 
corrections, and June was the best sales month of the year. 

Mild dip in sales from June is accounted for by a drop in auto sales, which 
Spurted in June. July sales of cars were down 13 per cent. 














Other retailers either maintained sales at the June level or managed to 
increase them a bit. Food stores, clothing stores, general-merchandising 
firms reported an increase in July sales over June. 


Compared with a year ago, sales of most stores dealing in soft goods were 
higher in July, with drugstores holding about even. Lumber dealers, hardware 
stores recorded gains over last year, riding the building boom. But furniture 
stores and appliance stores had sales dips.’ Auto sales are below a year ago. 


Department-store sales also are showing a strong trend. 

Year-to-year gains are reported for this group in each of the last three 
weeks of July. Average for the month is estimated by the Federal Reserve Board 
at 115 per cent of the 1947-49 average--best level of the year. 

Sales trends in general suggest that people are spending about as much 
money for goods as ever. But they have switched from the expensive items, 
such as cars and appliances, to less costly things, such as clothing. 











Drought in farm areas is having the effect of pushing up crop prices a bit. 

Corn prices rose 4.1 cents a bushel in the week ended August 10. Outlook 
is that around 300 million bushels of corn will be withdrawn from Government-held 
stocks during the coming season. 

Soybean prices appear to be firming. A record crop of soybeans still is 
indicated, despite drought, but output of cottonseed and peanuts is expected 
to be smaller than last year. That means about the same volume of edible 
oils in 1954 as was produced in 1953. 

Livestock prices also are displaying greater strength. 
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To do more there... to get home sooner: 


“TWA and AVIS, of course’ 


The family car stays home with Mom when Dad’s called 
out of town on business. For Dad’s discovered the quick, 
convenient TWA-AVIS Plane-Auto Plan. 

He flies straight to his destination in a luxurious TWA 
Constellation enjoying delicious meals en route... has an 
AVIS car meet him at the airport. All AVIS cars are late 
models, and reasonable rates include gas, oil, maintenance 


and insurance—personal liability, property damage and 
$100 deductible collision—at no extra cost. He zets more 
done in less time. And when business is over, a swift 
TWA Constellation speeds him home in hours. 

Try it on your next business trip. Call TWA for reser- 
vations. They'll arrange for your TWA flight and your 
AVIS car at the same time. 


Only TWA connects 60 U. S. cities with 21 W/ a 7 
world centers in Europe, Africa and Asia A lin 


RENT-A-CAR SYSTEM = ‘Tonchises still available. Writer 10734 


TRANS WORLD AIRLINES Fullerton Ave., Detroit, Mich. 
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Finance Week 








WHERE BUSINESS GETS ITS MONEY 


$3 From Bonds for Each $1 From Stocks 


A business slump doesn’t seem 
to keep corporations from selling 
a heavy volume of new stocks 
and bonds. 

Long-term financing activity 
is high—despite smaller needs 
for working capital. 

There's a hint, too, that indus- 
try is taking another look at ad- 
vantages of stocks over bonds in 
financing deals. Tax relief influ- 
ences that look. 


Corporations, stil] hungry for funds, 
are going ahead to sell stocks and 
bonds in large amounts at a time when 
many had predicted a downturn in 
long-term business financing. 

At the same time, there are signs that 
corporations—after years of dependence 
on borrowing—may be starting to favor 
sale of stocks a bit more frequently. 

U.S. Steel, in its first public borrow- 
ing in 14 years, has just issued 300 mil- 
lions in bonds—for one of the biggest 
deals of its kind in history. 


General Motors Acceptance Corpora- 
tion recently sold 150 million dollars’ 
worth of bonds, mostly for the purpose of 
paying off old long-term debts. 

The biggest stock issue ever under- 
written by investment bankers has just 
been announced by the National City 
Bank of New York. To get added capi- 
tal and surplus, the bank plans to offer 
2.5 million shares of its stock for a total 
of $131,250,000. That’s more common 
stock than all corporations together have 
offered for cash in any recent month. 

Still another of history’s largest issues 
was General Motors’ sale a few months 
back of 300 million dollars’ worth of 
debenture bonds—to get additional work- 
ing funds and more money for capital 
outlays. 

These immense offerings, and other 
smaller ones, are raising the question of 
why corporations still are seeking so 
much outside capital when some of 
their needs for funds appear to be shrink- 
ing and their sources of funds within 
themselves—their own earnings, as just 
one example—appear about as abundant 
as ever. 

There is a question, too, as to whether 
a modest shift toward the sale of stocks— 
the equity financing that the Adminis- 


tration wants to encourage—might be 
one that will continue and grow. 
Spending on growth still is close to 
the all-time highs of 1953. Business is 
to spend about 27 billion dollars on new 
plant and equipment this year, against 
28.4 billion in 1953. Factories, ware- 
houses, stores, power plants still are go- 
ing up at a great rate, and it all takes 
money. 
These investments are lower in some 
industries and up strongly in others. 
Electric-power companies have an ex- 
pansion program that is going full tilt to 
keep up with the country’s power needs. 
Regulated public utilities, however, are 
permitted only limited profits and, thus, 
are restricted on their sources of funds 
from within themselves. Result is that 
these companies are borrowing huge 
sums in the long-term money market. 
Last year, the electric, gas and water 
group went to the capital market for 
about 13 per cent more long-term funds 
for expansion than in 1952. So far this 
year, they have done about 32 per cent 
more financing for this purpose than in 
the same period last year. 
Communications companies—radio, 
telephone and the like—also are boosting 
the total of growth outlays. 


Long-Term Capital: Still in Demand 


(Proceeds of Corporation Security Issues Offered for Cash) 








: a 








a 


340 Atha  18tQ 


1952 


Source: Securities and Exchange Commission 


112 


TOTAL| 
NEW ISSUES 


ZN 
Via. 





$2 billion 








1$1 billion 





©1954. By U.S. News Pub. Corp. 
U. S. NEWS & WORLD REPORT, Aug. 20, 1954 








54 





Manufacturing industries, on the other 
hand, are well past the peak of their 
expansion outlays. And these concerns 
are offering a smaller volume of stocks 
and bonds for new money these days 
than in the recent past. Issues sold by 
these companies to get funds for new 
plant and equipment so far this year 
amount to less than half of the volume 
in the same months of 1953—which itself 
was a far smaller year than 1952 for 
such financing. 

Taken together, though, all industries 
are doing about as much long-term fi- 
nancing of expansion as they did in the 
frst half of 1953. And that, by itself, 
accounts for more than two thirds of all 
the stocks and bonds issued by corpora- 
tions for cash this year. 

Working-capital needs, by contrast, 
are way down. Smaller inventories and 
pay rolls require smaller funds. 

Result: A sharp drop in new long-term 
money sought for use as working capital 
-less than half as much this year as in 
the same period of 1953. 

Money needed for taxes, meanwhile 
is up or down, depending partly on 
whether companies benefited from an 
end last January to the excess-profits tax. 
Thousands of companies that paid that 
tax last year now find their burdens 
eased. But all corporations are being 
forced to pile up tax reserves on a 
stepped-up schedule now required by 
law. 

These facts make clear that only the 
continued spending spree on new plant 
and equipment accounts for industry’s 
persistent hunger for new funds. Not all 
of these funds, of course, must be raised 
in the capital market. 

Retained earnings still are corpora- 
tions’ mainstay in financing expansion. 
And profits after taxes are tending to 
hold up pretty well for most industries, 
despite nine months to a year of moder- 
ate “recession.” An end to the excess- 
profits tax, rising deductions for deprecia- 
tion, efficiency forced by competition— 
all these are helping to keep profits near 
recent record levels. 

Stockholders, though, also are hungry 
for funds. For years, most corporations 
have been hanging on to the big slice of 
their profits as a source of expansion 
funds. Now, shareholders want more of 
their earnings in hard cash. 

Result is that dividend payments have 
been rising slowly, with proportionately 
less left to plow back into growth proj- 
ects. And that, in turn, means more fre- 
quent trips to the capital markets for 
funds to finance industry's near-record 
spending on new plant and equipment. 

Favorable financing, for firms that do 
sell stocks and bonds, also is encourag- 
ing corporations to get their money in 
the capital market. 

Easy money, fostered by the Admin- 
istration in its efforts to slow the business 

(Continued on page 114) 
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For your displays... 


in NORTH 
AMERICAN 


PADDED VANS! 


North American has the only 
departmentalized display 
moving service! Nation-wide 
dispatching network assures 
reliable pick-up and delivery, 
door-to-door. Save time and 
worry by sending your dis- 
plays the modern NAVL way! 


Phone Your LOCAL NAVL Agent 


(listed under “Movers’’) for 
helpful free brochure of Dis- 
play Moving Ideas. Or write 
NORTH AMERICAN VAN 
LINES, Dept. US854, Fort 
\\ Wayne 1, Indiana. 








N. matter where you travel 


E ither by train, plane, bus or car 


Wrenever you want to 


reach someone... 
Sin: a TELEGRAM ! 


\, To get or send NEWS, 

to or from anyone, anywhere... 
to keep in quick, close touch 
with home or office 


... Use TELEGRAMS 


east, WESTERN 
40" UNION 


ery 





CINCINNATI 
* you'll like the 


NETHERLAND 
or TERRACE 


TDLA\WZZA\ HOTEL 


Next time you’re in Cincinnati, 
treat yourself to 
the all-round friend- 
ly hospitality of the 
famous air-condi- 
tioned Netherland 
or Terrace Plaza 
Hotel. You’ll find 
perfect service and 
the most modern 
accommodations. 












JOHN G. HORSMAN General Manager 


owned and operated by 


THOS. EMERY'S SONS, INC., CINCINNATI, OHIO 
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EVER BEEN 
MEASURED 
FOR A 
CHAIR? 





| 
When you want perfect fit...it’s the 
custom-tailored suit. And when you want 
perfect comfort... it’s the Harter 66 | 
chair. You custom-fit it exactly to your | 
own stature. Five easy, yet precise, con- | 
trols do the trick. Without all these ad- | 
justments the average chair gives only | 
average comfort. That’s why, if you | 
want superlative comfort, the Harter | 
66 is your chair. | 
Write for infor- 
mative booklet | 
“Posture Seating | 
Makes Sense.” 
We'll send name 
of your nearest | 
Harter dealer. | 
Harter Corpora- 
tion, 804 Prairie, 
Sturgis, Mich. 











Changes of Address 


Notice of change of address should 
be sent not less than two weeks 
prior to the date change becomes 
effective. Send the address at 
which copies are now being re- 
ceived and the new address at 
which you wish to receive copies. 


U.S.News & World Report 


Circulation Department 


435 Parker Ave., Dayton 1, Ohio 
ENIGMA 


We haven't invented the better 
mousetrap, but people 
are certainly beating f- 
a path to our 
door. 











CHALFONTE ~ HADDON HALL 
on the Boardwalk, rer ne el 





Write for illustrated folder 
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. . . Lower-interest bonds 
replace high-rate issues 


downturn, is the key. Individuals, banks, 
pension funds, just about everybody has 
money to invest these days. So, even 
with a high demand for funds, interest 
rates are at a low point. The Treasury, 
for example, has been borrowing” for 
90-day periods at rates that have been 
only one fourth as high as those paid in 
the Administration’s tight-money days of 
early 1958. 

Yields on corporate bonds—a measure 
of what corporations must pay on long- 
term borrowing—also are down. High- 
grade bonds that had a yield of 3.4 per 
cent in June, 1953, now sell at a price 
to yield less than 2.9 per cent. Stocks, 
too, are selling at prices that encourage 
industry to float new issues. 

One result is that companies with ten- 
tative plans to expand, or to launch a 
new product, are tempted by cheap 
long-term financing to go ahead. 

Another is that more corporations are 
finding it desirable to refund old debts 
—to pay off outstanding high-cost obliga- 
tions with new low-cost financing. By 
taking advantage of cheap money today, 
many companies are reducing their costs 
for many years to come. 

In the second quarter of this year, cor- 
porations raised a half billion dollars in 
the capital market for the purpose of 
retiring outstanding securities—nearly 
twice as much as in all of 1953. 

That trend—plus cheap money and the 
big search for expansion capital—is what 
keeps new stock and bond issues at their 
high levels. What prompts companies to 
sell bonds instead of stocks—or vice versa 
—is something else again. 

Stock issues have tended to gain on 
bond issues in recent months. They ac- 
counted for a bit more of industry 
growth in the first half of 1954 than in 
the same periods of recent years. It could 
mean a swing toward equity financing— 
away from borrowings on which interest 
must be paid every year, good or bad. 

Corporations, for years, have favored 
debt over equity financing. One big rea- 
son is that interest on debt is deductible 
for tax purposes, while dividends on 
stock are not. Corporate earnings are 
taxed once to the corporation itself, then 
to the shareholder when he receives a 
part of earnings as dividends. 

That double taxation is being eased a 
bit now by the tax relief given share- 
holders in the Administration’s big revi- 
sion of tax law. Relief offered, actually, 
is only a short step toward eliminating 
double taxation. Yet the Administration 
and much of Congress are committed to 
going further. 

(Continued on page 115) 
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. . . Cost of stock financing 
could decline still further 


This sort of thing can make shares 
more attractive to buyers, and to corpora- 
tions planning security issues. 

In the end, a decision to sell stocks or 
bonds is influenced most strongly by the 
relative prices of stocks and bonds, com- 
pared to the costs. And future market 
prices could encourage stock issues. In- 
terest rates, it’s agreed, are not likely 
to get very much lower—that is, prices 
of debt securities are not counted on to 
rise much more. But stock prices general- 
ly show no real signs of turning down. 

Months ahead could see increasingly 
cheap equity financing. If that happens, 
and industry growth continues, stocks 
could make their first big gains over 
bonds in a long time. 


The new tax law makes more funds 
available by its changes in depreciation 
rules. For this angle see page 88. 








Tax Deadlines 
To Watch 


AUGUST 31. Manufacturers, re- 
tailers, others deposit excise 
taxes for July if more than $100. 


® Gamblers, bookmakers pay 
tax on wagers accepted in July. 


SEPTEMBER 15. Individuals pay 
third installment of estimated 
tax on 1954 income; amended 
tax declaration may be filed. 


® Corporations pay third install- 
ment of 1953 income tax (5 
per cent). 


® Employers deposit income and 
Social Security taxes withheld in 
August if more than $100. 


® Farmers’ co-operative asso- 
ciations file their income tax re- 
turns (Form 990-C) for calendar 
year 1953 if the extended filing 
date is used. 


SEPTEMBER 30. Manufacturers, 
retailers, others deposit their 
excise taxes for August if 
amount is more than $100. 


® Gamblers and bookmakers 
pay tax on wagers accepted 
during August. 
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‘Qantas man walking 



















to Australia... 


> STEWARD R. B. JONES 
here, a man strong on 
service and hard on 
shoe leather, serves 
dinner with champagne 
aboard an Australia- 
New Zealand- bound 
Qantas Super Constellation. 


@ Fly Qantas to the South Seas either 
lst Class (extremely luxurious, with 


sleeper-chair) or Tourist. From San Francisco to Hawaii, 
Fiji (connections to Tahiti, Samoa), and after just one night 
in the air, Auckland or Sydney. Or fly onward by Qantas— 
North to the Orient, West to Europe, Africa—to 26 countries 
on 5 continents and Qantas all the way. 

May we suggest you ask your travel agent or any Qantas 
or BOAC office for details? 





% Pronounce the Q as in quick 





QANTAS 


AUSTRALIA’S OVERSEAS AIRLINE 





® 
THE ORIGINAL TRANSLUCENT FIBERGLAS PANEL 


ALSYNITE is the ideal translucent 
building material . . . shatterproof, 
feather-light. Saw it, nail it. 19 
colors. 


PARTITIONS Sth lag 
CEILINGS ee 
PATIOS lis plywerd 
AWNINGS 
SHOWER STALLS 


Write for folder 
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ALSYNITE COMPANY 
OF AMERICA 


SAN DIEGO 9, CALIFORNIA 


Plants in California, Ohio, New Jersey 





BARTON Saére PENCIL 









MA 41-0243 


McCoy Toot & Die Co. 


HIGH 
ao E.- 

° 
seNTED BY covumsus. OM! 


RE 
REP SMITH 


FRANK 





| Are you getting ACTION 
from your business card? 


Make your business card an active 
part of your sales drive. Give it 
permanence and_ utility—to build 
lasting friendliness for you. 

The new Barton Sabre—slim, trim, 
beautifully balanced—brings you the 
best in 20 years’ design. In your 
choice of smart color combinations, 
each with more than 2'4 inches of 
advertising space. 

Ask your Shaw-Barton man or write 
for full details. Also request new 
Christmas brochure of exclusive busi- 
hess gilts. 


SHAW-BARTON 


Calendar and Specially Advertising 





GENERAL OFFICES AND PLANT, COSHOCTON, OHIO 
SALES OFFICES IN PRINCIPAL CITIES 
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Strong spots in the business situation 
continue to stand forth clearly. Inves- 
tors, reassamed by signs of business 
vitality, do net take fright easily when 
stock prices dip. 

Unemployment was unchanged at about 
3.3 million between June and July. It 
is due to shrink in months ahead, 
if only because jobs normally expand 
in the autumn. Insured unemployment 
under State programs declined to 1.8 
million in the last week of July, from 
1.9 million in the first. 

Layoffs, measured by new claims for un- 
employment compensation, dropped 
to: 272,000 in the week ended August 
7. That was near the 1954 low of 
265,000, reached in June before plant- 
wide vacations started. 

Signs of a pickup in employment began 
to appear between June and July. 
More workers had jobs in construc- 
tion, trade, finance and service indus- 
tries. Job losses in manufacturing, 
due partly to strikes and plant-wide 
vacations, offset gains in other in- 
dustries. 

Construction stays at a heavy rate. Con- 
tract awards in July ran 2 per cent 
above July, 1953. Awards for the first 
seven months of 1954 were 14 per 
cent above a year ago. 

Easy credit is lifting the rate of home 
building. VA appraisal requests held 
at 52,000 in July, 2% times July, 1953. 
FHA applications were nearly double 
a year ago. 

Retail stores sold goods at a rate of 
171.6 billions per year in July. Though 
1 per cent below June, it was the next- 
best month since July, 1953. 

Stock prices hit a new high for the bull 
market on August 4, fell back on 
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August 5 and 6, then recovered on 
August 10 and 11. 

Trading volume, combined for the two 
large New York exchanges, approached 
20 million shares in the. week ended 
August 7, largest since early 1951. 

Low-priced stocks, after lagging behind 
higher-priced issues for months, came 
to life in recent weeks. They rose 9 per 
cent from June 30 to August 4, nearly 
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twice the rise for the market as a 
whole. 

Bargain hunters are searching for over- 
looked values. The market as a whole 
is up a third since last September. 
Average yield on common stocks fell 
to 4.61 per cent in July, from 4.82 in 
June, 5.75 a year ago. 





The investment needed to get an in- 
come of $1,000 a year from stocks, as 
the top chart shows, was only $17,300 
in August, 1953. By July, 1954, it had 
risen to $21,700. That is still far less 
than the $28,400 required in 1929. 

Bond prices, by rising steeply in the 
past year, have encouraged stock buy- 
ing. To get an income of $1,000 a year 
from corporate bonds, the investor had 
to lay out $31,600 at June prices. If 
he bought in August, 1953, he could 
have had the same income for $28,- 
500. In 1929, only $19,200 had to be 
invested. 

The need for care in buying stocks is 
being driven home to investors by the 
wide differences in market gain for 
stocks of different industries. Since 
last September, prices for 10 indus- 
trial groups have risen from 50 to 125 
per cent. Prices have gone up 33 to 50 
per cent for 11 groups, 0 to 33 for 18, 
Two show losses. 

Speed of the market’s rise has been 
greater than the rate at which profits 
and dividends have risen. As a re- 
sult, an investment of $100 in stocks 
will buy a smaller interest in corporate 
profits than in any year since 1946. 
At July prices, there was $8.90 of 
corporate earning power behind a 
$100 investment in industrial stocks. 
That compares with $10.10 in 1953 
and a peak of $14.80 in 1948. Dol- 
lars invested now bring a smaller in- 
terest in both dividends and _ undis- 
tributed profits. 

In the U.S., the idea that the stock 
market forecasts business trends is on 
trial. Businessmen and investors alike 
are watching closely for signs of busi- 
ness recovery. 
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When that pall of black smoke rolling 
across an easterfi city finally cleared, a 
10-story warehouse had been completely 
gutted. The flames, leaping across the 
street, also damaged another building. 


The other fire, in a warehouse of the Rice 
Growers Association of California, was less 
dramatic but no less real. When fire struck 
here, a Grinnell Automatic Sprinkler Sys- 
tem, installed by an alert management, 
quickly checked the flames. 


No matter how alert management may be, 
it cannot prevent fires from starting. That’s 
why you find so many commercial and 
institutional buildings, department stores, 
hotels, hospitals — as well as warehouses 
and manufacturing plants — equipped 
with Grinnell Sprinkler Systems. 


Grinnell Sprinklers stop fire at its source, 
wherever and whenever it strikes, night or 
day, with automatic certainty. 76 years 
experience proves this. Now, with the new 
Grinnell Automatic Spray Sprinklers, you 
get even greater protection against 

fire. Less water puts out more fire. 


The time to act on Grinnell Protec- 
tion is now ... before fire burns you 
out, or cripples your business. 
Remember, a Grinnell Sprinkler 
System often pays for itself in a 
few years through reductions in in- 
surance premiums. So, if you have 
fire insurance, you’re probably pay- 
ing for Grinnell Fire Protection 
anyway ... why not have it? For 
complete details, mail coupon. 


GRINNELL 


PROTECTION AGAINST EVERY FIRE HAZARD 


Manufacturing, Engineering and Installation of 
Automatic Sprinklers Since 1878 


a 





You’re looking at 22 warehouse fires! 








GRINNELL COMPANY, INC. 
286. West Exchange Street, Providence, Rhode Island 


Please send me your new illustrated booklet, “Grinnell 
Automatic Spray Sprinklers”. 
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From Secret Reports — 


THE WAY REDS CROSSED ATLANTIC 


Penetration of Americas Began in Guatemala‘s Labor Unions 


How did Moscow call the tune for Guate- 
mala before the recent revolution which 
ceused the fall of President Jacobo Arbenz? 
Just how high did the Communist power in 
Guatemala reach? How were the Communists 
able to get so much power? 

U.S. intelligence agents for years. kept tab 


Following is the text of excerpts from the White Paper on 
Communism in Guatemala, prepared early in July by the 
U. S. Department of State, and made public Aug. 7, 1954: 


In the present memorandum the Government of the United 
States presents information which reveals the following 
concerning the means and methods by which the interna- 
tional Communist movement interveried in Guatemala to 
create this situation: 

(1) That agents of international Communism: (a) in- 
filtrated key agencies of the Guatemalan Government; (b) 
established a network of interlocking political, labor and 
mass organizations through which they control the political 
activity of large groups of citizens; and (c) used subversion 
and the exploitation of indigenous political forces and social 
and economic problems in conformity with the established 
tactics and methods of international Communism. 

(2) That Guatemala has progressively identified herself 
with the Soviet Union in international affairs. 

(3) That the shipment of arms and munitions of war to 
Guatemala from the Soviet orbit in the M/S [motor ship] 
Alfhelm: . . . could have been made only with the authoriza- 
tion of Soviet leaders for purposes related to their struggle 
with the free world .. . ’ 

The situation in Guatemala is clearly the product of a 
bold and sustained attempt to establish a Communist-con- 
trolled state in the Western Hemisphere. In this way Guate- 
mala has become one of several points of conflict between 
the free world and the Soviet orbit, and has created a 
clear threat to the sovereignty of Guatemala and the peace 
and security of America. 

oO 2 o 

It is well known, however, that the Communist leaders in 
Guatemala, and wherever else in the Hemisphere they may 
be active, are the servants of a foreign power which has its 
capital in Moscow .. . 

It is clear . . . that the present strategy of the Kremlin 
with respect to Latin America is that of diverting the at- 
tention of the Western Hemisphere from Communist maneu- 
vers elsewhere (in Europe and Asia), of promoting anarchy 
within and among the American Republics, of weakening 
their defenses by sabotage and the development of increased 
possibilities for sabotage, and finally of demoralizing the 
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on Communist operations in Guatemala. 
Their findings were compiled recently for con- 
fidential use of American foreign ministers at 
a scheduled meeting about Guatemala. When 
Arbenz was ousted, that meeting was aban- 
doned. Now the Department of State has is- 
sued the findings in a White Paper. 


Hemisphere by discrediting the inter-American system and 
throwing the organization of its common defense into con- 
fusion. 

The agents of international Communism who came into 
Guatemala in 1944 and 1945 infiltrated the new labor or- 
ganizations and political parties, where they were. received 
because their knowledge of organizational techniques was 
at a premium in a country where labor unions and free po- 
litical parties had long been suppressed. Using their influence 
within the parties, they quickly began the task of training a 
nucleus of young Guatemalans in Communist ideology and 
tactics. In 1945 they established a Marxist indoctrination 
school, the Escuela Claridad, within the first postrevolution 
national labor federation, Confederacién de Trabajadores de 
Guatemala (CTG). Its leading director was Abel Cuenca. 
There was, however, at this time still opposition to Commu- 
nism within the revolutionary movement. This opposition 
focused on the Escuela Claridad indoctrination school. The 
result was a split in the labor movement, and a group of then 
anti-Communist unions split off from the CTG to form the 
Federacién Sindical de Guatemala (FSG). In the end, the 
school was shut down by the Government early in 1946, but 
Marmol, Cuenca, Solérzano and the others persisted in the 
efforts, using the classic Communist devices of secret Marxist 
“study groups,” to train prospective Communists in the revolu- 
tionary movement. [The White Paper refers to Miguel Marmol 
Chicas as a Salvadorean Communist, to Abel and Max Cuenca 
as leaders of a Communist-led insurrection in E] Salvador, 
and to Alfonso Solérzano as a Guatemalan who had worked 
with Communists in Mexico.] 

The clandestine “study groups” in the Guatemalan revo- 
lutionary parties and the labor unions made international 
Communist agents of a nucleus of young men in the revolu- 
tion, including José Manuel Fortuny, then a Deputy and 
leading politician in the Partido Accién Revolucionaria 
(PAR), Mario Silva Jonama, a young teacher who was short- 
ly to become Under Secretary of Education, and Victor 
Manuel Gutiérrez, already secretary general of the leading 
labor federation at that time, the Confederacién de Tra- 
bajadores de Guatemala (CTG). 

. . » By 1947, matters had progressed to the point where a 
clandestine Communist party was successfully organized with 
these younger men . . . Its members hid the nature of their 
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conspiracy by continuing to present themselves to the public 
as leaders of the pro-Government revolutionary parties and 
the labor movement, and as Government employes. 

oO * °° 

From the cover of these positions, Fortuny and the rest of 
those trained in the tactics of international Communism in 
the “study groups” continued the program of infiltration of 
the revolutionary movement. 

oO oO * 

At about the same time that the party was secretly 
founded, the Communists also began to establish the mecha- 
nism of “mass” organizations to carry the Communist-line to 
the youth, women and students of the revolutionary move- 

ment... 

The “mass” organizations also provided a ready means to 
strengthen the links between the young Guatemalan Com- 
munist movement and the Soviet international Communist 
apparatus which controlled it. . . 


TAKING OVER A REVOLUTION 


... It was not until after Col. Jacobo Arbenz was inaugu- 
rated President of Guatemala on March 15, 1951, that the 
Communist Party totally divested itself of the veil of secrecy 
and openly advanced in its campaign: (1) to complete its 
ascendancy over the remaining non-Communist elements in 
the revolution, and (2) to eliminate the opposition, in order 
to achieve control of Guatemalan political institutions. 
Fortuny had been one of the President’s campaign advisers 
during the election, and less than three weeks after the 
inauguration, on April 4, for the first time, he signed a public 
manifesto “Secretary General of the Communist Party of 
Guatemala,” thus proclaiming that a Communist Party existed 
in Guatemala .. . 

Meanwhile in May, Louis Saillant, Secretary General of 
the World Federation of Trade Unions (WFTU) and Vicente 
Lombardo Toledano, Secretary General of the Confederacién 
de Trabajadores de América Latina (CTAL), went to Guate- 
mala to attend a public congress of transport workers’ 
unions and advised the Communist leaders of the Guate- 
malan labor movement to unite in a single confederation. 
This was done at a labor congress in Guatemala in October, 
1951, which established the Confederacién General de Tra- 
bajadores de Guatemala (CGTG), and elected the Communist 
leader Gutiérrez as its Secretary General. The principal mem- 
bers of the CGTG Executive Committee which was elected 
were also avowed Communists. 

The aims of the Communists who went to Guatemala to 
subvert the revolution were thus fulfilled in the sphere of 
labor organization, and there has since been no successful 
opposition to the Communist leadership in the national labor 
organization. Shortly after the CGTG four-day congress . . . 
Gutiérrez left for . . . Berlin and went on to Moscow .. . 

Early in 1952 the Communists began to lay the ground- 
work. to exploit agrarian reform to their own advantage. A 
little over a month after Gutiérrez returned from Moscow, 
' the Central Committee of the Partido Comunista de Guate- 

mala devoted its first plenary session of the year, on Febru- 
ary 16-18, to agrarian reform, and heard Fortuny label it as 
the party’s first task. After Congress convened on March 1, 
the Communists used their influence with the other Govern- 
ment parties to obtain the election of Gutiérrez as president 
of the Congress’ Special Committee on Agrarian Reform. 
President Arbenz introduced the Agrarian Reform Law on 
May 10, and it was to Gutiérrez’s Committee that it was 
referred . . . 

The final version of the Agrarian Reform Law . . . did not 
merely provide for the expropriation and distribution of un- 
used lands to satisfy the aspirations of the Guatemalan people, 
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but also contained within it means to advance Communist 
power in Guatemala. To administer the agrarian reform, the 
law established a National Agrarian Council, departmental 
agrarian commissions and local agrarian committees which 
were to be composed of representatives of the Government, 
of the Confederacién General de Trabajadores de Guatemala 
(CGTG) and of the Confederacién Nacional Campesina de 
Guatemala (CNCG) . . . The establishment of these bodies 
placed the Communists in a position to guide the course of 
the agrarian reform on every level. . . 

. .. Simultaneously with their successful campaign to gain 
control of the agrarian reform, the Guatemalan Communists 
redoubled their efforts to establish a “popular front,” the 
tried tactic of Communism .. . 

Following the 1953 elections, the Communists next worked 
successfully toward the conversion of its temporary “Demo- 
cratic Electoral Front” into a permanent “National Demo- 
cratic Front,” which would group all of the revolutionary 
forces under their influence in accord with the classic Com- 
munist “united front” tactic. The revolutionary parties .. . 
allowed the Front to be enlarged by the Communist-domi- 
nated CGTG and the Communist-controlled CNCG, thus giv- 
ing the Communists preponderant control of it. This was a 
major achievement for the party, because out of the 10 repre- 
sentatives of the Front who meet regularly with President Ar- 
benz to decide questions of national policy, four are avowed 
Communists and the remainder follow the Communist line. 

co o 2 

Today .. . the international Communist movement has most 
of Guatemala’s political life within its grasp. The Guatemalan 
Government is deeply infiltrated and its policies profoundly 
influenced by leaders of the Communist Party [Partido Guate- 
malteco del Trabajo], who travel frequently to Moscow . 

. . . At the top level of Government, the Communist Party 
openly enjoys the support of President Arbenz. 

At the levels of Government under the Presidency, Com- 
munist infiltration has become so effective that the Commu- 
nist PGT is now able to sway Guatemala’s policies through 
the standard Communist device of the “National Democratic 
Front,” which is largely replacing the Cabinet as the policy- 
making body... 

The number of Communists and Communist sympathizers 
on the directing committee of the Front leaves no .reason- 
able doubt whatever that this policy-forming body is under 
Communist domination . . . 

Among the Government agencies, the Communist PGT 
has made its deepest penetration into the National Agrarian 
Department .. . 


PRESS, RADIO CONTROLLED 


The field of Government information is also heavily in- 
filtrated by Communists who control Government press and 
radio propaganda... 

The infiltration of Communists into the field of public 
education is such that Rafael Tischler, a registered member 
of the Communist PGT and visitor to the U.S. S. R. in 1953, 
is Secretary General of the National Teachers’ Union. . . 

The Communist penetration of the social-security system 
is carried out under Alfonso Solérzano . . . 

The Communist Party has also installed one of its mem- 
bers, Hugo Barrios Klée, as Deputy Inspector General of 
Labor and infiltrated its members in other Government 
agencies. Although many of the Communists in the Govern- 
ment are known, it is almost certain that the full list has not 
been revealed . . . 

There can be no reasonable doubt that the Guatemalan 
Communist Party and the organizations in control are in- 
struments of the international Communist conspiracy. 
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Here in the heart of the great midwestern market you will find the world’s 
greatest fresh water supply . . . famous industries . .. abundant agriculture . . . 
skilled labor . .. men and women who lead the nation in home ownership . .. 
the kind of people who make good employees as well as good citizens and good 
neighbors. 

And here you will find one of the world’s great all-season vacation lands. 
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BONN ¢ PARIS 


>> One of the longest honeymoons in history is over. German labor and 
management are having a first-rate row over wages, after having lived together 
amicably ever since the war. Last week one of every four employed Germans was 
either actually on strike or demanding higher wages. Feelings ran high. 

German strikes spread from public-utility workers in Hamburg to metalworkers 
in Bavaria. Numerous other strikes threatened in the Ruhr and elsewhere. 

Wage demands swelled in a chorus from dock, textile, steel, construction, 
agricultural workers, coal miners and Government employes, as well as others. 

Government conciliators were suddenly swamped with work, after having had 
little to do for years. Top Government officials hurried back to Bonn from 
vacation spots. Industrialists, used to passive labor-union policies, were 
taken unawares. It was the biggest strike wave since pre-Hitler days. 

German workers, silent for years, were suddenly raising a howl. To German 
management--spared labor problems for so long--the sound was unpleasant. 

















>> Timing of the Germar labor outburst can be tied to a number of factors: 
German unemployment is at its lowest point in six years. Skilled labor 
is scarce. Most strikers don't have to worry about loss of jobs. 
Industrial production has been very close to record levels. Businessmen 
want to keep it that way. Strikes, if they fan out, can cut production fast. 
Profits and dividends of many German companies are showing sizable gains. 
Less money now has to be turned back into plant repair. During the reconstruc- 
tion period following the war, union leaders persuaded workers to soft-pedal 
their wage claims, giving management a chance to repair ravages of the war. 
Union politics, as a matter of fact, have something to do with the timing 
of these strikes. Elections for the presidency of the central trade-union 
organization are slated for early October. Union leaders want to wipe out the 
Stigma of their past inactivity. Memberships in unions have been falling off. 
Another important motive in the labor unrest is the desire of the steel and 
coal unions to extend the system of "codetermination" whereby workers and union 
representatives actually share supervisory functions with management. Unions 
want this system applied to new holding companies being formed in the Ruhr. 


























>> In the last couple of years, German workers haven't done badly from a wage 
Standpoint. Net income per worker increased nearly 7 per cent during 1953 
and nearly 8 per cent in 1952. Now they want 5 to 8 per cent more. 
German cost of living has been stable since 1951. So the "real" wage-- 
purchasing power--of the German worker has been increasing considerably. 
All this, of course, is being pointed out by industrialists now. But union 
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>> One of the longest honeymoons in history is over. German labor and 
management are having a first-rate row over wages, after having lived together 
amicably ever since the war. Last week one of every four employed Germans was 
either actually on strike or demanding higher wages. Feelings ran high. 

German strikes spread from public-utility workers in Hamburg to metalworkers 
in Bavaria. Numerous other strikes threatened in the Ruhr and elsewhere. 

Wage demands swelled in a chorus from dock, textile, steel, construction, 
agricultural workers, coal miners and Government employes, as well as others. 

Government conciliators were suddenly swamped with work, after having had 
little to do for years. Top Government officials hurried back to Bonn from 
vacation spots. Industrialists, used to passive labor-union policies, were 
taken unawares. It was the biggest strike wave since pre-Hitler days. 

German workers, silent for years, were suddenly raising a howl. To German 
management--spared labor problems for so long--the sound was unpleasant. 

















>> Timing of the German’ labor outburst can be tied to a number of factors: 
German unemployment is at its lowest point in six years. Skilled labor 
is scarce. Most strikers don't have to worry about loss of jobs. 
Industrial production has been very close to record levels. Businessmen 
want to keep it that way. Strikes, if they fan out, can cut production fast. 
Profits and dividends of many German companies are showing sizable gains. 
Less money now has to be turned back into plant repair. During the reconstruc- 
tion period following the war, union leaders persuaded workers to soft-pedal 
their wage claims, giving management a chance to repair ravages of the war. 
Union politics, as a matter of fact, have something to do with the timing 
of these strikes. Elections for the presidency of the central trade-union 
organization are slated for early October. Union leaders want to wipe out the 
Stigma of their past inactivity. Memberships in unions have been falling off. 
Another important motive in the labor unrest is the desire of the steel and 
coal unions to extend the system of "codetermination" whereby workers and union 
representatives actually share supervisory functions with management. Unions 
want this system applied to new holding companies being formed in the Ruhr. 





























>> In the last couple of years, German workers haven't done badly from a wage 
Standpoint. Net income per worker increased nearly 7 per cent during 1953 
and nearly 8 per cent in 1952. Now they want 5 to 8 per cent more. 
German cost of living has been stable since 1951. So the "real" wage-- 
purchasing power--of the German worker has been increasing considerably. 
All this, of course, is being pointed out by industrialists now. But union 
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BUSINESS AROUND THE WORLD--(Continued) 


leaders are Saying that the average German worker makes much less than his 
counterpart in Britain or Belgium, for example. Skilled worker in Germany makes 
around $84 a month, on the average. Unskilled worker earns about half as much. 








>> Higher wages in Western Germany will mean increased domestic consumption. 
From this fact, U.S. and British exporters are gaining some comfort. If 
Germans consume more at home and also rearm, there may be fewer products to 
export. Also, higher production costs will perhaps make it more difficult 
for German exporters to undercut others' prices. 
Effects of German labor unrest, thus, can be far-reaching. 








>> Meanwhile, in France, the energetic Premier, Pierre Mendés-France, has just 
wrung from the National Assembly the biggest surrender of legislative authority 
to the executive made since the war. He has virtually a blank check on economic 
matters. And he has it until March 31, unless his Cabinet falls in the meantime. 
Mendés-France's powers allow him to shift budget funds around at will. He 

can spend money on projects not authorized by Parliament. He can eliminate 
subsidies and price supports, compel manufacturers to raise wages as productivity 

increases, reorganize agricultural markets, direct all types of investment. 





>> General aim of Mendés-France is to emphasize competition and free enter- 
prise, setting loose productive forces. Government's role is to introduce com- 
petition (virtually unknown in France) and guide expansion into useful channels. 
A "cemetery" will be set up by revising bankruptcy laws that now make it 
almost impossible for antiquated, high-cost producers to close their doors. 
A “hospital" for sick industry will take the form of a reconversion fund 
making low-interest loans to companies willing to modernize plant and methods. 
A "blast of fresh air" will be let into the French economy from two direc- 
tions. Foreign competition in France will be stimulated by increasing import 
quotas and lowering tariffs. Doors within the compartmentalized French economy 
will be opened to force inefficient firms to compete with modern producers. 
Small _ steel firms are to be merged and co-ordinated with the help of 
Government money. High-cost iron mines in Lorraine will be shut down and miners 
transferred to new jobs, with the Government footing the resettlement bills. 
Shift of capital, labor and materials from nonessential into essential 
activities will be pushed. Example: Winegrowers turning from producing surplus 
wine to forage crops or exportable livestock will get governmental aid. 
Vested interests, clearly, aren't going to like Mendés-France's program. 
Take housing, for instance. The Premier's plans call for moving labor 
around to get the best use out of it. This will require much new housing. New 
methods, to speed construction, will cause squawks in the building trades. 
Nineteenth-century building methods will have to be modernized. It now 
takes 25,000 man-hours to build a four-room cottage in France, as against 9,000 
in Britain and 4,500 in the U.S. Restrictive building practices may not yield 
easily to governmental decree. But competition and judicious Government aid to 
co-operating builders, the Premier hopes, will crack the problem. 





























>> Mendés-France doesn't expect economic miracles overnight. Idea is to 
revolutionize the French economy over a period of years. It may be two years be- 
fore real progress is made.....But French Premiers usually don't last two years. 
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No longer does a woman live in a world of her 
, own, isolated from her husband and children. 


Today she is very definitely an active part of a family 

unit whose members are sharing their lives, their re- 

sponsibilities, their joys...together in a wonderful new 
partnership. 


To reflect this change in both the woman’s status and in 
American family living, McCall’s broadened its editorial 
policy... becoming the first and only magazine edited to 

serve the woman and her family ... in all ways. 


What is the significance of this change? 


To the advertiser it promises a larger audience for his message, 
not only of women, but of the entire family...in more .tham 
4,541,000 homes across the nation. 


& 
...for the woman and her family MeCalls 











{This page presents the opinion of te Editor. The news pages are written by other staff members independently of these editorial views.) 














ESSRS. ATTLEE AND BEVAN of the British Labor 
Party are hobnobbing these days with the Com- 
munist imperialists at Moscow and Peiping. 

British labor leaders are forsaking their brethren 
inside the Communist countries whose trade unions 
have been suppressed. The slave-labor camps and the 
suffering of the workers are apparently no longer the 
concern of British labor chieftains, who are falling 
for the same deceptive strategy of the aggressor which 
has led to two world wars. 

Labor leaders of the United States take the opposite 
view. Here are excerpts from a statement just issued by 
the Executive Council of the American Federation of 
Labor after a three-day meeting: 

“If Moscow were sincere in its revival of this ma- 
neuver [‘co-existence’], devised by Lenin in 1920 in 
order to gain time for preparing the final assault on 
the democracies, it would first of all liquidate its ac- 
tivities aimed against the existence of those with whom 
it claims to seek ‘co-existence.’ These fifth column activ- 
ities, directed by the Kremlin, have but one aim—to 
subvert, overthrow, and replace the governments with 
which the U.S.S.R. is supposed to be at peace or even 
has special treaties of alliance and friendship. These 
Communist activities are a form of indirect, but none- 
theless infernal, Soviet aggression—fatal to the free- 
dom and national independence of big as well as small 
nations (China, Czechoslovakia). Before there could 
ever be co-existence, conducive to the peace and well- 
being of all mankind, the Soviet dictatorship would 
have to fulfill certain conditions. Let the U.S.S.R. go 
back to the borders of 1939 (pre-Stalin-Hitler pact). 
Let the Kremlin accept U.N.-supervised democratic 
elections in all areas of tension (Germany, Korea). 
Let Moscow agree to the actual banning of atomic and 
hydrogen weapons through effective international in- 
spection and control. 

“The Executive Council of the American Federation 
of Labor rejects the notion that the free world must 
choose between ‘co-existence’—the policy of successive 
or massive appeasement of the Soviet aggressors—and 
a policy of waging a preventive war against the Mos- 
cow-Peiping axis. We sincerely want peace with free- 
dom. We, therefore, reject both of these policies. The 
policy of ‘co-existence’ can lead only to another world 
war—under conditions in which the democracies would, 
morally, materially, and militarily be far less able to 
resist, let alone defeat, the Communist enemy. 

“Instead of helping the Communist dictatorship to 
overcome the serious economic and political difficulties 
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now besetting the Soviet orbit, instead of providing 
these totalitarian aggressors with the commodities 
and credit they need for strengthening and stream- 
lining their already powerful and dangerous war 
machines, let the democracies pursue a positive pro- 
gram to aid freedom and peace through building 
up their own unity and ever greater strength. The 
Executive Council of the AFL proposes that this pro- 
gram should have among its guiding lines the following 
measures: 

“1, Complete rearmament—military, economic, po- 
litical and social—adequate enough to discourage and 
defeat Communist subversion and aggression against 
the free nations of all continents. 

“2. Setting of definite time limits for granting inde- 
rendence to the colonial and semi-colonial peoples, as 
the U.S. did in the Philippine Islands. 

“3. Expansion of purchasing power, productivity and 
trade, and stabilization of the prices of basic raw ma- 
terials (rubber, tin, etc.) within the free world. 

“4. U.N.-supervised democratic elections in all areas 
of conflict (Germany, Korea, China, Indo-China) in 
order to reduce international tension and to enable the 
peoples of these countries to achieve genuine national 
re-unification in freedom and to select governments 
which shall enjoy full sovereignty in their foreign as well 
as domestic affairs. 

“5. Rigid and permanent opposition to admitting into 
U.N. membership the Mao Tse-tung regime or any 
other government which (a) has been imposed on a 
nation by a foreign power; (b) which exercises effective 
control of the country by denying its people the human 
rights specified in the U.N. Charter; and (c) which is 
engaged in, or has been found guilty of, aggression 
against the U.N. 

“6. Bilateral non-aggression, and mutual-aid pacts 
between free nations (U.S. and Republic of Korea, 
Philippines, Nationalist China) until such time as 
agreements can be reached for organizing a more inclu- 
sive collective-security system. 

“7, Negotiations for the settlement of international 
disputes to be conducted through regular diplomatic 
channels or through the channels of the U.N. with a 
view of strengthening the U.N. as an instrument of 
world peace. 

“8. Continuous and increased emphasis on advancing 
the cause of peace through promoting a genuine dis- 
armament program—a practical program carried out 
in stages, effectively controlled and inspected inter- 
nationally on both sides of the Iron Curtain.” 
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HENRY CLAY STOPS BY FOR A BARREL OF CROW’S WHISKEY 


Travelling through Kentucky, the popular statesman, who knew his whiskey as well 
as his politics, stopped at Crow’s distillery for a barrel of his famous whiskey 
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Celebrated Americans of every era have found singular 
enjoyment.and unusual greatness in the brand created by 
James Crow. You too can enjoy the same satisfying pleas- 
ures in Old Crow tonight ... available at a milder 86 Proof 
in addition to the traditional 100 Proof Bottled in Bond. 
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THE OLD CROW DISTILLERY COMPANY, FRANKFORT, KENTUCKY 


